1909.

CONGRESSIONAL RECORD—SENATE.

4019

Also, a bill (H, R. 11175) .granting an increase of pension to
Dedrick Beckman—to the Committee on Invalid Pensions.

By Mr. KRONMILLER: A bill (H. 2. 11176) granting an in-
crease of pension to Albert M. Butts, alias Albert Stewart—to
the Committee on Invalid Pensions.

Also, n bill (H. R. 11177) granting a pension to Augusta R.
Laengraef-——to the Committee on Invalid Pensions.

Also, a bill (H. R. 11178) granting an increase of pension to
James Disney—to the Committee on Pensions.

Also, a bill (H. R, 11179) granting an increase of pension to
Sarah E. Marsh—to the Committee on Invalid Pensions,

Also, a bill (H. R. 11180) for the relief of Julia Nolan, ad-
ministratrix—to the Committee on War Claims. |

Also, a bill (H. R. 11181) for the relief of Julia Nolan—to
the Committee on War Claims.

By Mr. LEVER: A bill (H. R. 11182) granting a pension to
James V. Smith—to the Committee on Invalid Pensions.

Also, a bill (H. R. 11183) granting a pension to Stanmore Y.
Morris—to the Committes on Invalid Pensions,

Also, a bill (H. R. 11184) granting a pension to William Pres-
ton Raines—to the Committee on Invalid Pensions.

By Mr. LOVERING: A bill (H. R. 11185) granting a pension
to Albina A. Cram—to the Committee on Invalid Pensions.

By Mr. NEEDHAM: A bill (H. R. 11186) granting an in-
crease of pension to John Wesley Tilley—to the Committee on
Pensions, =

By Mr. OLDFIELD: A bill (H. R. 11187) granting an in-
crease of pension to Harmon Varner—to the Committee on In-
valid Pensions.

Also, a bill (H. R. 11188) granting an increase of pension to
Benjamin J. Matteson—to the Committee on Invalid Pensions.

By Mr. A. MITCHELL PALMER: A bill (H. R. 11189) to re-
move the charge of desertion from the record of Isaac Miller—
to the Committee on Military Affairs.

By Mr. STERLING: A bill (H. R. 11190) granting a pension
to Charles F. Brown—to the Committee on Pensions.

Also, a bill (H. R. 11191) granting a pension to George W.
Gregory—to the Committee on Pensions.

PETITIONS, ETC.

Under clause 1 of Rule XXII, petitions and papers were laid
on the Clerk’s desk and referred as follows:

By Mr. CARTER: Petition of Oklahoma Traffic Association,
of Guthrie, favoring decision of Interstate Commerce Commis-
sion as to rates and charges by coastwise vessels in the carrying
trade—to the Committee on Interstate and Foreign Commerce,

Also, petition of United Mine Workers of Oklahoma, for a
duty on crude oil of not less than present countervailing duty—
to the Committee on Ways and Means.

By Mr. FOCHT: Petition of Washington Camp, No. 487, Pa-
triotic Order Sons of America, of Elliottsburg, Pa., favoring
abrogation of extradition treaty with Russia—to the Committee
on Foreign Affairs.

By Mr. HANNA : Petition of citizens of Hillsboro, against a
parcels-post law—to the Committee on the Post-Office and Post-
Roads.

By Mr. KELITHER: Petition of Boston Chamber of Com-
merce, against law to tax earnings of corporations—to the Com-
mittee on Ways and Means,

By Mr. LOVERING : Petition of Boston Chamber of Com-
merce, against a federal tax on earnings of corporations—to the
Committee on Ways and Means.

By Mr. McCALL: Petition against the increased tariff rates
contemplated by the Payne and Aldrich bills, with 2,938 in-
dorsements, from the following towns in Massachusetts: Acten,
Amesbury, Amherst, Andover, Arlington, Ashland, Barnstable,
Belmont, Billerica, Boston, Braintree, Bridgewater, Brockton,
Brookline, Cambridge, Canton, Chelsea, Clinton, Dedham, Deer-
field, Dover, Easthampton, Easton, Everett, Fitchburg, Fox-
boro, Greenfield, Groton, Hadley, Haverhill, Hingham, Hol-
yoke, Hopedale, Hopkinton, Hyde Park, Ipswich, Lancaster,
Lawrence, Leicester, Lexington, Littleton, Lowell, Lynn, Malden,
Mansfield, Marlboro, Medford, Melrose, Mendon, Merrimac,
Milford, Milton, Nahant, Needham, Newburyport, Newton,
North Adams, Pepperell, Plymouth, Provincetown, Quiney, Read-
ing, Revere, Sharon, Shelburne, Somerville, South Hadley,
Spences, Springfield, Stockbridge, Stoneham, Stoughton, Stow,
Sunderland, Swampscott, Townsend, Upton, Wakefield, Wal-
tham, Wareham, Watertown, Wayland, Westfield, Westford,
Weston, Weymouth, Whitman, Winchendon, Winchester, Win-
throp, Woburn, Worcester, Worthington, and Wrentham—to the
Committee on Ways and Means.
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By Mr. NEEDHAM : Petition of Merchants’ Association of
San Francisco, Cal.,, approving the act entitled *An act concern-
ing baggage and excess baggage carried by common carriers in
the District of Columbia and Territories,” etc.—to the Commit-
tee on Interstate and Foreign Commerce.

Also, petition of park commissioners of San Francisco, Cal,
favoring appropriation of $500,000 for a new marine hospital in
San Francisco, Cal.—to the Committee on Public Bnildings and
Grounds,

By Mr. OLDFIELD: Paper to accompany bill for relief of
Samuel Crowley—to the Committee on Invalid Pensions.

By Mr. PATTERSON : Paper to accompany bill for relief of
Ernest E. Pearsall—to the Committee on Pensions.

By Mr. WEISSE: Petition of sundry women of Wisconsin,
against inerease of duty on women’s gloves—to the Committee
on Ways and Means,

SENATE.

Froay, July 2, 1909.

The Senate met at 10 o’clock a. m.
Prayer by the Chaplain, Rev., Ulysses G. B. Pierce, D. D.
The Journal of yesterday's proceedings was read and approved.

PETITIONS AND MEMORIALS,

The VICE-PRESIDENT presented a petition of the Hamilton
County League of Building Associations, of Ohio, praying that
that association be exempted from the provisions of the proposed
corporation-tax amendment to the pending tariff bill, which was
ordered to lie on the table. :

Mr. JONES. I present a telegram from the Spokane Mer-
chants’ Association, of Washington, which I ask may be read.

There being no objection, the telegram was read, and ordered
to lie on the table, as follows:

SrorAxE, Wasm., July 1, 1909.
WesLEY L. Jox

ES,
United States Menator, Washington, D. O.:

The Spokane Merchants’ Association, comprising 108 of the wholesale
and manufacturing firms of Spokane, request you to support the meas-
ure proposed by President Taft providing for a tax on the earnings of
corporations. e consider it superior to the Bailey income-tax amend-
ment because it safeguards the private information of business insti-
tutions, and we believe the Balley law will be inimical to the best inter-

ests of the State of Washington.
SPoRANE MERCHANTS' ASSOCIATION,
Per BoArp oF TRUSTEES.

Mr. CHAMBERLAIN. In connection with the telegram just
read, I present two telegrams, one from W. B. Ayer, of Portland,
Oreg,, and the other from the Inman Poulsen Lumber Company,
of East Portland, Oreg., which I ask may be read.

There being no objection, the telegrams were read, and ordered
to lie on the table, as follows:

PORTLAND, OREG., June 29, 1909,
Hon. GEORGE E. CHAMBERLAIN, i .
Washington, D. C.:

I heartily favor a national income tax, considering it the fairest and
most equitable form of taxation, but consider the proposed corporation
tax extremely unfair, as it places the burden only on the great indus-
trial life of the country.

W. B. AXER,

EAsT PORTLAND, OREG., June 29, 1909.
Hon. -GEoRGE E. CHAMBERLAIN, - 2 oy
United States Benate, Washington, D. C.:

We trust you will do your best to kill that proposed pernicious cor-

poration tax.
INMAN PoULSEN LUMBER COMPANY.

Mr. PILES. I present a telegram from the Chamber of Com-
merce and Board of Trade, of Tacoma, Wash., which T ask may
be read.

There being no objection, the telegram was read, and ordered
to lie on the table, as follows:

Hon. 8. . PILES,
Senator, Wasilington, 5 A A
We favor administration corporation tax as a tempora
measure, and as a means of quickly disposing of the tar?tf del at:;e.venue

TacoMa CHAMEBER OF COMMERCE AND BOARD OF TRADE.

Mr. PERKINS presented telegrams in the nature of memo-
rials of sundry citizens of San Francisco, Cal., remonstrating
against the adoption of the so-called “ Bailey-Cummins income-
tax amendment” to the pending tariff bill, which were ordered
to lie on the table.

Mr. NELSON presented a memorial of the Commercial Club
of Minneapolis, Minn., remonstrating against the adoption of
the so-called “corporation-tax amendment” to the pending
tariff bill, which was ordered to lie on the table.

He also presented sundry affidavits to accompany the bill
(8. 1887) granting an increase of pension to Charles Heath-
field, which were referred to the Committee on Pensions,

TACOMA, WasH., July 1, 1909.
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Mr. DEPEW presented a petition of General Lawton Council,
No. 119, Junior Order of United American Mechanics, of Brook:
lyn, N. Y., praying for the adoption of the so-called *“ Overmanp
amendment " to the pending tariff bill relative to an increase
oufhtlhe head tax on immigrants, which was ordered to lie on the

e,
PHILIPPINE TARIFF BILL.

Mr. HEYBURN. I am directed by the Committee on the
Philippines, to whom was referred the bill (H, R. 9135) to raise
revenue for the Philippine Islands, and for other purposes, to
report it with amendments, and I submit a report (No. 9)

thereon, I would say that the report is very lengthy.
The VICE-PRESIDENT. The bill will be placed on the cal-
endar,

BILLS INTRODUCED,

Bills were introduced, read the first time, and, by unanimous
consent, the second time, and referred as follows:

By Mr. BRADLEY :

A bill (8. 2805) granting an increase of pension to William
H. O'Dean; to the Committee on Pensions.

By Mr. BURNHAM::

A bill (8. 2806) granting a pension to Susan R. Potter; and

A bill (8, 2807) granting a pension to Ariadne A. Eastman;
to the Committee on Pensions.

By Mr. BORAH:

A bill (8. 2808) granting an increase of pension to David
Sutherland ;

A bill (8. 2809) granting an increase of pension to Amos W.
Melugin ;

A bill (8. 2810) granting an increase of pension to Recorder
M. Mudgett;

A bill (8. 2811) granting an increase of pension to Volney H.
Maxwell ;

A bill (8. 2812) granting an increase of pension to William
Thomas (with accompanying paper) ;

A bill (8. 2813) granting a pension to William E. White
{with accompanying paper) ;

A bill (8. 2814) granting an increase of pension to Andrew J.
Leonard (with accompanying paper) ;

A bill (8. 2815) granting an increase of pension to Amos Lee
(with the accompanying paper) ;

A bill (8. 2816) granting an incrense of pension to Wilson
Hoag (with the accompanying papers) ;

A bill (8. 2817) granting an increase of pension to Albert
Kalt (with the accompanying paper) ;

A bill (8. 2818) granting an increase of pension to Constan-
tine €. Glenn (with the accompanying paper) ;

A bill (8. 2819) granting an increase of pension to A. Lee
Ewing (with the accompanying paper) ;

A bill (8. 2820) granting an increase of pension to Shepard
D. Edwards (with the accompanying paper) ;

A bill (8. 2821) granting an increase of pension to Gillis J.
McBane (with the accompanying paper) ;

A bill (8. 2822) granting an increase of pension to William
Reynolds (with the accompanying paper) ;

A bill (8. 2823) granting an increase of pension to Aaron
Richardson (with the accompanying paper) ;

A bill (8. 2824) granting a pension to Corrilla J. Robbins
(with the accompanying paper) ;

A bill (8. 2825) granting a pension to James M. Woods (with
the accompanying paper) ; and

A bill (8. 2826) granting an increase of pension to Benjamin
F. Boots (with the accompanying paper) ; to the Committee on
Pensions.

AMENDMENTS TO THE TARIFF BILL.

Mr. DICK submitted two amendments intended to be pro-
posed by him to the bill (H. R. 1438) to provide revenue,
equalize duties, and encourage the industries of the United
States, and for other purposes, which were ordered to lie on
the table and be printed.

CLAIMS OF KENTUCKY SOLDIERS.

Mr. BRADLEY. I submit a resolution and ask immediate
action upon it. It is for the benefit of the Court of Claims, to
enable the eourt to arrive at some definite conclusion.

The resolution (8. Res. 63) was read, as follows:

Senate resolution 63.

Resolved, That the Secretary of War be, and he is hereby, requested
to report to the Senate a full history of the drafts In the State of
Kentucky during the civil war, with a statement of facts and orders
relating thereto and showing the number of men actually credited to
the State and to each county of the State, at the time of the drafts,
and the number of men with which each county should have been
eredited if a proper distribution of credits had been made before the
drafts were ordered or put into execution, and the number of men
drafted who furnished substitutes or pald commutation money from
each county of the State, and such other information concerning quotas

and credits as to clearly show the number of citizens of Kentucky

drafted In 1864 who would not have been drafted had the redistribu-

tion of ecredits, as ordered in April, 1864, been made prior to said
drafts.

Mr. KEAN. I do not object to the resolution. I suppose that
the information is contained in the department, and can be very
easily gotten together and sent here.

Mr. BRADLEY. If that had been frue I would not have in- ,
troduced the resolution. The Conrt of Claims has called on the
War Department for this information, and the War Depart-
ment submitted a lot of conclusions of fact instead of reporting
the facts themselves. The court does not feel warranted in
acting upon conclusions of fact, but wants to have the facts dis-
tinetly stated. The resolution is introduced at the instance of
the Court of Claims.

Mr. KEAN. Is it for the purpose of establishing claims be-
fore the Court of Claims?

Mr. BRADLEY. It is for the purpose of enabling the court
to know the facts in regard to these claims.

Mr. KEAN. I have no objection to the resolution.

The Senate, by unanimous consent, proceeded to consider the
resolution.

Mr. GALLINGER. I suggest to the Senator that the word
“directed ” should be substitfuted for the word * requested,”
which is the usual form in addressing heads of departments.

Mr. BRADLEY. 1 accept that.

Mr. GALLINGER. The clerks at the desk can make that
amendment.

The VICE-PRESIDENT. The resolution will be so modified.
The question is on agreeing to the resolution as modified.

The resolution as modified was agreed to.

THE TARIFF.

The VICE-PRESIDENT. The morning business is closed,
and the first bill on the calendar will be proceeded with.

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (H. R. 1438) to provide revenue, equalize
duties, and encourage the industries of the United States, and
for other purposes,

Mr. HEYBURN. Mr, President, I suggest the absence of a
quorum.

The VICE-PRESIDENT. The Secretary will call the roll.

The Secretary called the roll, and the following Senators
answered to their names:

Aldrich Clapp Gallinger Penrose
Bacon Clark, Wyo. Heyburn Perkins
Bailey Crawfor Johnson, N. Dak., Piles
Borah Culberson Jones Root
Bradley Cullom Kean Beott
Brandegee Cummins La Follette Smoot
Bricgs Davis I..oc%%e Stone
Bristow Depew MeCumber Butherland
Brown Dick MeLaurin Taliaferro
Burkett Dillingham Nelson Warner
Burnham Dixon Nixon Wetmore
Burrows Fletcher Overman

Chamberlain Flint Page v

_ The VICE-PRESIDENT. Fifty Senators have answered to
the roll call. A quorum of the Senate is present.

AMr. HEYBURN. Mr. President, it is not my intention this
morning to do more than complete the consideration of the qunes-
tion that was pending at the time of the adjournment yester-
day. I do not see the Senator from New York [Mr. Roor] in
the Chamber. 1 saw him here a few moments ago.

The VICE-PRESIDENT. He was just called out of the
Chamber.

Mr. KEAN. If the Senator from Idaho desires to wait for
the Senator from New York, will he allow me to have read a
letter from the president of the Mutual Benefit Life Insurance
Company, of Newark, N. J.?

Mr. HEYBURN. I yield to the Senator from New Jersey
for that purpose.

Mr, KEAN. I ask to have the letter read which I send to the
desk.

The VICE-PRESIDENT. Without objection, the Secretary
will read as requested.

The Secretary read as follows:

TaE MUuTuAL BENEFIT LIFE INSURANCE COMPANY,
OFFICE OF THE I’RESIDENT,
Newark, N. J., June 28, 1909,

Hon. JoaN KeaN,
United States Senate, Washington, D. C.

Deanr SExaTor KgaN: I beg to call your attention to the evidently
unfair distinction in the corporation-tax law as proposed be
ordinary corporations not organized for profit and mutual life
ance companies llkewise not organized for ﬂ]:m:l‘l

When one realizes that the entire benefit of such a mutual life in-
surance company—one incorporated but having no capital stock and,
ga{mg no dividends or profits to the incorporators—goes to the policy

Li}
$1

tween
insur-

ders, and such policy holders are, to a very large extent, holders of
,000 of insurance, and to such an extent that the average poliey
in this company Is about $2,300, it will be seen that this law does not
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strike at a Ital but at the life savings of the most thrifty Those were appropriate words. In the language of the legis*

W‘Eh" R eﬁ ost m SOkL Seane: companies are said to pay, divi- lation in the Hylton case equivalent words were used. It says:
o!mm.amawnrethn t.heno-cnllﬂd“ ividends "

u return to the
iect as h?stltaleen found to 5 sgpghrﬂuona—to havTe beg saved by the
Sconomy. o e man ent o e compan 0 pose this
means that the proﬂ:f:l? these mod: Eg
families when the insured is no longer al prov‘l.de for them is to
be mssessed annually 2 per cent, for such return premium or dlv!dmd
are arrived at in very much the same way as the
reached by this proposed law on which the tax is so laid.

There appears no reason for taxing the poor man’s provision for his
Y against the future, mom or as much as savings-bank
prm:nerl{l not inclo Elmpmed law. A thnrougm;r
mutunl company as no profit, tha em:im come glw])]lns out thus:

Expense of maintaining and conducting the ine udlng taxes.
P the losses sustained over and above the

Making annual provision for the reserve.
Return premium to each policy holder, muslly

reserve.

The tlon of a large company pﬁm o be an
cumulation of wealth, but all lta wenlth taecl: Ilmost equal
lhbﬂitles, and III its profit hus to be e policy holders
Life mpanies n taxes of 2 per cent

D&!

or so0 on their % luln neceiptn in mmﬁmu in which they do business,
and while the New York Evening Post says this law allowa such tax to
be deducted rrom the govemment 2 t is In error. The [
law allows t{hn“ state law to dnducted from the
ED“ income, aml rom cent tax of the proposed law, 50

at this will be an addttional tax on the companies.

We can not see why an insurance company not organized fnr profit
should be taxed, while m‘.her annl!nr comy e.s are exempt, and we
ta earnestly pmtest such legislatio

Yours, very tr
FREDE., FRELINGHUYSEN, President.

Mr. KEAN. I merely desired to have put in the Recorp that
protest against the proposed legislation.

The VICE-PRESIDENT. It will go into the Recorp, having
been read.

Mr. HEYBURN. Now, Mr. President, I desire the attention
of the chairman of the committee, and I would be glad to have
the attention of the Senator from New York, because what I
have to say about this matter this morning goes to the question
of its validity, and we must be responsible here for our own
judgment. We can not substitute-that of the officers of any
department for our own.

I stated last evening that in my judgment this amendment
is as defective and is subject to the same objection as the
former income-tax provision in regard fo which the Pollock
case was rendered. I am going to occupy but a few brief mo-
ments, and during that time I shall try to have the attention
of those who will be responsible for the form of this legislation.
The proposed amendment contains exactly the same defects that
were contained in the income-tax provision that was held to
be unconstitutional, and it will have the same fate. Whether
that is to be desired or not, of course, is an individual question.
I, of course, am bound to give the committee credit for the
desire to pass a measure that will stand. I have given this
matter enough attention to entitle my views to be heard and
considered.

I shall state the point very succinctly. The chairman of the
committee was not present yesterday at the close of the session
when I pointed out the fact that the language in lines 10 and
11, page 1, taken in connection with the language in line 9, page
2, contains the exact identical principle that was held to be in
violation of the Constitution, and upon thorough consideration I
am satisfied that no lawyer will have any doubt upon this

estion.
an was asked last night by the Senator from New York what
change I would suggest in this language. At that time I was
on my feet and I did not care to take the responsibility of sug-
gesting a change without more deliberation. I am prepared to
make the suggestion this morning.

On page 1, lines 10 and 11, the words “ with respect to” should
be stricken out. They are not words of legislation. They have
never been used in any bill upon any subject and they are not
appropriate words for the conferring of power to do anything.

Mr. McCUMBER. In what line?

Mr. HEYBURN. In lines 10 and 11, the words “ with respect
to" are not apt legislative language, and have no meaning that
is sufficiently definite for the court to give it any meaning,

Mr. KEAN. What would you put in place of it?

Mr. HEYBURN. I am going to suggest & word. First, I am
golng to say again that it is language that is not only improper,
but destructive of the purpose of this measure; and I am quite
sure the committee does not desire to pass a measure here
merely to have it knoeked out. That language must be taken in
cotaection with the language in line 9, page 2, “and capital
* invested.” There is the whole prineiple of the income tax. That
is the virus in those words that was held to render it inopera-
tive. The langnage of the income tax was:

That from and after the 1st day of January, 1895, and until the
1st day of January, 1900, there shall be assessed, levied, collected, and
paid annua upon the gains, profits, and income rece[ved in the pre-
ceding calendar year by every citizen of the United States

cent t

holder of such premium chnrmed or col— | all

balance of income is |

Ba it enacted, cte., That there shall be levied, collected, and paid npun

carriages for the mnveiance of persons which shall be kept by or
for any person, for er own use, or to be let out to hire, or for
gﬁ - conveying crt passengers, the several duties and rates following,
w

That is deﬂnlte. Compare that with this language. It means
| nothing, and the court would hold it to mean nothing. After
the preliminary langunage, enumerating the corporations, it
reads “shall be subject to pay annually a special excise tax
| with respect to.” That is not legislative language. It is the
language, by reference, that was used by the court in speaking
of a measure. It has nothing to do with the proper legislative
phrase at all. It is absolutely defective and exceptional, and
has never been held otherwise. It is too serious a matter
“rnl'r% ”MCCUMBER. Would the Senator substitute the word

or

Mr. HEYBURN. I was ahout to suggest language. In the
.amendment I shall propose to strike out those words down ta
'and inclnding the word “the” in Iine 11 and.substitute the
word *“for,” and you will then have overcome that difficulty.
If you do not do it——

Mr. ALDRICH. How will it then read?

Mr. HEYBURN. It will rend “shall pay annually a special
excise tax for carrying on.” That is what we are taxed for.
That takes the virus ouf of it. You say here “and eapital in-
vested.” That brings it right squarely within the rents and
profits decision. There is the statement of the case. They have
held that it is a direct tax if it is for rents, issues, or profits

- on. real estate. It is too important a matter to pass over.

Mr. GALLINGER. The Senator from New York is now here.

Mr. HEXBURN. I see that the Senator from New York is
now here.

Mr. SUTHERLAND. I was out of the Chamber when the
Senator from Idaho began his remarks. I understand that he
objects to the phrase “ with respect to” in this proposed amend-

ment.
“ With respect to the carrying on or doing

Mr. HEYBURN.
business."

Mr. SUTHERLAND. What harm does the Senator see in
the use of the words?

Mr. HEYBURN. In the first place, they are not a legislative
phrase, and they are téo indefinite. *“ With respect to’ might
mean license; it might mean an ineome tax; it might mean a
revenue tax. It is in respect to, without any applieation or limi-
tation. It is too general. In respect to a thing might mean
any one of a thousand things.

Mr. SUTHERLAND. Those are the preecise words used by
the Supreme Court in characterizing the sugar tax.

Mr. HEYBURN. The court might say with respeet to the
question involved in this case, with respect to the statement in
the act of Congress, with respect to anything. Those are words
of deseription and have no place in legislation.

Mr. SUTHERLAND. Does the Senator think that the Su-
preme Court in using that language did not accurately desecribe
the law which had been passed by Congress?

Mr. HEYBURN. They were not attempting to describe it
exeept to identify it. They were words of identification.

Mr. SUTHERLAND. They used it as characterizing the law.
The suggestion I desire to make is that if the Sopreme Court
was correct in the use of this language in eharacterizing the
law, certainly Congress can not be incorrect in using the same
words in the law itself.

HEYBURN. The Senate should be first sure by refer-
ence, and very accurate reference, as to the sense in which the
Supreme Court did use that langmage. They had to identify
the subject of their consideration, and that is all they did.

Mr. BRANDEGEE. Mr. President I agree entirely with the
suggestion of the Senator from Idaho that the words “with
respeet to” are without any signification whatever.

Mr. HEYBURN. Or limitation.

Mr. BRANDEGEE. They are vague and nebulous, and no-
body can tell what the meaning is.

Mr. BORAH. Was that the object of using it?

Mr. HEYBURN. Now, that is another question.

Mr. BRANDEGEE. I will say that——

Mr. HEYBURN. I would not like to indorse by my silence
that suggestion, with all due deference to my colleague. I
do not believe the committee purposely induiged in the use of
langnage that would defeat the object of the legislation.

Mr. BORAH. I did not mean that.

-Mr. HEYBURN. I do net think the Senafor did.

Mr. BORAH. But I do mean to say that it Is impossible to
get down to definite, specific language without running against
the decisions which they are seeking to avoid.
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JuLy 2,

Mr. BRANDEGEE. I have not finished the suggestion I
‘wish to make. I want to call the attention of the Senator
from Idaho to the fact that the language “ in respect to” or “in
reference to” has been the language of the court concerning
legislative acts, but the act of 1898 itself contains no such
language, but it did impose the tax. I quote the act from the
decision in the Spreckels case: It “shall be. subject to pay
annually a special excise tax equivalent to one-fourth of 1 per
cent on the gross amount of all receipts.,” It did not have any-
thing to say about “ in respect to” or “ in reference to.” It was
a tax on gross receipts.

Mr. HEYBURN. Does the Senator from Utah desire to say
more? He was interrupted.

Mr. SUTHERLAND. No; I completed what I had to say.

Mr. HEYBURN. I was proceeding to point out this objection.
It will be readily seen. If the Senator from Rhode Island
will pardon me, it is a matter of such importance that I think
the committee should give it their attention, because otherwise
they may find that they have made a mistake.

This covers the exact item that was taken by the Supreme
Court, “and capital invested ;" that is to say, this amendment
provides that it shall pay 2 per cent per annum upon the
amount of net income over and above $5,000 received by it from
business transacted. That is an income tax—* and capital in-
vested.” I know, and the Senator knows, of a dozen companies
whose pure and sole business is the owning of real estate and
the collecting of rents and profits. The Supreme Court of the
United States, in the Pollock case, says those rents, issues, and
profits that are taxed are a direct tax, You can not get away
from it. You might just as well run up against the status of
this question in the Supreme Court of the United States on the
income tax, as proposed by certain Senators, as to run up
against it on that provision, because you fall down just as sure
as you go there. That is the very item upon which that case
turned—as to whether or not rents collected upon real estate
were the subject of a direct or indirect tax—and they held in
unequivocal language that it was a direct tax, because a tax
upon the land was a direct tax, and consequently a tax upon the
rents was a direct tax. There is not a lawyer or a layman in
this body who will controvert that proposition. You have writ-
ten it right into the face of this measure in unqualified terms,
within the description contained upon the first page. Take those
two together and they both will go down just like a snowball in
the sunshine in the Supreme Court; and I do not believe that
the committee desires that.

Mr. NELSON. Mr. President—

The PRESIDING OFFICER (Mr. DEPEW in the chair). Does
the Senator from Idaho yield to the Senator from Minnesota?

Mr. HEYBURN. Certainly.

Mr. NELSON. The Supreme Court in the Pollock case ex-
cepted the tax that was sought to be imposed in this case. Let
me call your attention to the following language of Chief Justice
Fuller in the final rehearing of the case. Here is what he
states, and it fits this case exactly.,

Mr. KEAN. On what page?

AMr. NELSON. On page 635.

We have considered the act—

That is, the income tax—

We have considered the act only in respect of the tax on income
derived from real estate and from invested personal property and have
not commented on so much of it as bears on 8 or profits from
business, privileges, or employments, in view of the instances in which
taxation on business, privileges, or employments has assumed the gnise
of an excise tax and been sustained as such. o

That shows that even in that case the Supreme Court dis-

tinguishes between what are known as incomes from real and
personal property and the profits of carrying on a particular
business. Now, the amendment proposes not to levy upon the
income, but to levy on the business or privilege of carrying on
business as a corporation; and it comes within the exception
of the Supreme Court in the Pollock case.
* Mr. HEYBURN. I should like to ask the Semator how he
knows what it refers to or what knowledge he can have
gathered from the words * with respect to.” The Senator over-
looks the basis of the objection. Why does it say so here,
then? I am only proposing there to add the word * for” and
point the application.

Mr. NELSON. The language is, * With respect to the carry-
ing on or doing business by such corporation.”

Mr. HEYBURN. In what respect? As to its size, width,
height, or continuance? * With respect to" is not a legislative
term. It is a term to be used in describing a thing or referring
to it. The Supreme Court in the Pollock case, instead of hold-
ing as the Senator has suggested, held what I shall read. I

am not going to read at any length from these decisions; they
are very familiar. The court says:

Being of opinion that so much of the sections of this law as lays %
tax on income from real and personal property is invalld, we are brough
:o J'Jﬁeolguestlon of the effect of that conclusion upon these sections as

Then they proceed to dispose of the entire legislation, because
that was the question involved.

Now, what is the use of running against a statement like that
in legislation, when you can avoid it by a change of the lan-
guage limiting it to the subject of legislation? I think I have
done my full duty in pointing this matter out, and it is for the
committee and for the Senate to do their duty.

Mr. ALDRICH. This language has been passed upon by a
large number of distinguished lawyers, and the committee sup-
posed that it was bombproof.

Mr. HEYBURN. If the honorable Senator will permit me,
the language of the income-tax law that the court passed upon
in the Pollock case had been passed upon by, at that time, the
most distinguished lawyers in the country. I sat there and
heard the arguments in that case.

Having just finished arguing a case before that court on that
day, they took it up and I said: “I want to hear how great law-
yers present great issues in that court.” So I followed them
through; I heard Mr. Carter and I heard Mr. Choate and I
heard all of them make their arguments, some on one side
and some on the other. Mr. Carter, on behalf of the Gov-
ernment of the United States, took the position the court said
was not sound. As the Senator, with his long business expe-
rience knows, it is not safe to count the judgment of any man
infallible. You can prove his judgment before you accept it.
Our duty is relaxed not a particle by the fact that some on
the outside of this Chamber have passed upon it. We have
seen instances of that every day here. So I am not at all con-
tent with the statement that it has been passed upon outside.
The fact is that this is the only tribunal on earth that to-day has
any authority or jurisdiction to pass upon it. While I have all
the respect for these men to which they are entitled, and give
them all respect for their gualifications, there are men in this
Chamber ag capable of discussing and deciding legal questions,
and I care not to what they pertain, as there are outside of it,

Mr. BRANDEGEE. Mr. President——

The PRESIDING OFFICER. Will the Senator from Idaho
yield to the Senator from Connecticut?

Mr. HEYBURN. Yes; I am through with my suggestion.

Mr. BRANDEGEE. Of course the Senator from Idaho is
entirely correct when he suggests that because eminent lawyers
do approve a certain bill it is not necessarily legal or consti-
tutional. I remember the Northern Securities Company organi-
zation was approved by most distinguished lawyers, and a great
many of them were finally set aside by the Supreme Court.

I should like to have the attention of the Senator from New
York [Mr. Roor] for a minute. I should like to ask the Senator
from New York if he understands the words “ with respect to”
the transaction of their business to be equivalent to a tax im-
posed upon their right or privilege to transact business?

Mr. ROOT. I say I think the words “ with respect to the
carrying on or doing business by such corporations” do include
the meaning of the words used by the Senator from Connecticut.

Mr. BRANDEGEE. I should like to ask the Senator also if
they include anything else?

Mr. ROOT. I am not prepared to say on the moment whether
something more may not be found in them. I am quite sure
they do not and can not include anything more than the very
relation between the tax and the carrying on or doing of the
business which the Supreme Court has declared to be lawful
as a method of taxation under the Constitution, because these
words are the words which the Supreme Court itself uses in
declaring a tax to be lawful. I am afraid that the suggestion
of the Senator from Idaho to substitute the word “for"” would
lead us into difficulty.

Mr. HEYBURN. That was only a preliminary suggestion.

Mr. ROOT. I so understand. 7

Mr. HEYBURN. It was not all the change. It did not in-
clude all, but it was the first change to be made.

Mr. ROOT. I am satisfied that this language as it stands
accomplishes the object desired and that it is open to no con-
stitutional objection. I do not think that there is any reason
why, in attempting to do a constitutional thing, the legislature
should not use the very words by which the court describes a
constitutional thing. I do not think it is necessary that we
should use a different form of words; but 1 think in dealing
with a subject of this kind we ought to be open minded and to
realize that we may be mistaken, and that most valuable
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suggestions may be made by other Senators. That is the atti-
tude I occupy toward the suggestions that have been made this
morning,

1 do feel, however, that it is a very dangerous thing to change
carefully drawn provisions on the spur of the moment on the
floor of the Chamber. While I feel, so far as I am concerned,
desirous of profiting by the suggestions of others, I think that
those soggestions should be carefully serutinized in order that,
escaping from one, perhaps entirely fanciful, danger, we do
not fall into other much more real dangers. Whatever sug-
gestions come from so competent an authority as the Senator
from Idaho ought te be carefully considered, and I hope they
will be earefully considered by the committee,

Mr. BRANDEGEE. Mr. President, sa far as I am concerned,
I am in the same frame of mind that the Senator from New
York [Mr. Roor] is in. My mind is still open upon this ques-
tion; and I think it is a question of such importance, where we
are laying a tax upon every corporation in this country or upon
something in connection with every corporation, that we at least
gshould have some idea in our own minds of what we are lay-
ing a tax for and upon what we are laying it. I confess, up
to the present time, that I have a very vague idea of whether
we are attempting to impose a tax upon the right of corpora-
tions to do business or not. If we are imposing it upon their
right to transact business, have we a right to prevent them from
transacting business?

If these corporations upon which we are imposing a tax are
organized by States and draw their privileges and their ex-
istence from the States, how can we gay that we are imposing
a tax upon their right to transact business, which they get
wholly and entirely from the State, and not from us? I do not
say that we have not the right to do that; the decisions seem to
say that we have a right to impose a special excise tax upon cor-
porations; but here is langunage used in this amendment with
respect to the transaction of their business, and, being of an
open mind and desiring to secure as definite an idea as I may
upon what we really are doing, I ask the distinguished Senator
from New York exactly what he thinks that language means
and what it includes, and he admits that he fhinks it includes
the right to transact business, and it may include something
else; he is not prepared to say that it does not; and I am free
to say that I do not feel enlightened as to the meaning of that
phrase. I think the use of a phrase in an important act of
legislation ought to be made definite, so that at least the de-
bates will show, when the court comes to construe the act, that
we ourselves did not admit that we did not know what it meant
and that we did not know what we intended by it. I noticed
the peculiar guardedness of that language as soon as the amend-
ment was reported, and I do think that we ought to thoroughly
understand what it means. :

The Senator from New York need not be afraid that there
will be anything hastily adopted on the floor here, of course,
because the parliamentary situation is such, by the interference
of amendments to amendments, that no amendment ean be
offered upon the floor in Committee of the Whole; that the
most that we are able to do——

Mr. LODGE. Mr. President——

The PRESIDING OFFICER. Does the Senator from Con-
necticut yield to the Senator from Massachusetts?

Mr. BRANDEGEE. Certainly.

Mr. LODGE. If the amendment proposed by the Senator
from Rhode Island [Mr. ArpricH] shall be adopted, then the
amendment as amended will be open, and any amendment which
it is desired to offer will be in order, only, of course, such
amendments must be offered one at a time.

Mr. BRANDEGEE. Certainly. After the amendment to the
amendment has been adopted and the atmosphere is cleared
and there is but one proposition before the Committee of the
Whole, of course it will be open to amendment, but at present
nobody can offer any amendment. He can give notice that in
the future he intends to offer an amendment, but nothing ean
be done now beyond the making of a suggestion.

The proponent of the amendment can medify his amend-
ment, as I understand, up to the time that an amendment to
it is offered, and then he loses the right to further modify it.
So that, as it stands at present, this amendment has got to be
voted upon as it is; and I for one think that the proper——

* Mr. BACON. Mr. President——

The PRESIDING OFFICER. Does the Senator from Con-
necticut yield to the Senator from Georgia?

Mr. BRANDEGEE. I do.

Mr. BACON. Mr. President, I am not prepared to agree with
the Senator from Connecticut on the propesition which he has
just stated. I think that one of two things must be manifestly
true: Either that the amendment offered by the Senator from

Rhode Island [Mr. Aroricu] to the substitute proposed by the
aeuattor from Massachusetts [Mr. Lobge] is now open to amend-
ment——

Mr. LODGE. That is not in the nature of a substitute; but
it is an addition.

Mr. BAOON. What is not in the nature of a substitute?

Mr. LODGE. The amendment proposed by the Senator from
Rhode Island is not in the nature of a substitute.

Mr. BACON. The Senator from Massachusetts misunder-
stood me, if he understood me to say that.

Mr. LODGE. I thought the Senator from Georgia said that.

Mr. BACON. Noj; I did not. I said the amendment of the
Senator from Rhode Island to the substitute offered by the
Senator from Massachusetts. >

What I was proceeding to say was, either that the amendment
is now open to amendment, or the amendment of the Senator
from Rhode Island is not itself in order—one of the two things.
I will state the reason for that.

If the substitute of the Senator from Massachusetts is a
proposition recognized as pending in the relation of an original
proposition, then, of course, the amendment of the Senator from
Rhode Island is in order; and an amendment to that is in order.
On the contrary, if the substitute of the Senator from Massa-
chusetts is taken simply as an ordinary amendment to the
amendment offered by the Senator from Texas [Mr. Bamwey],
then it has already reached the second 1

Mr. LODGE. Mr. President, if the Senator from Georgia
will allow me there a moment. Of course I need not say to the
Senator that, if it were not for Rule XVIII, the Senator from
Rhode Island could not offer his amendment, for it would then
be an amendment in the third degree.

Mr. BACON. Will the Senator kindly refer me to that rule?

Mr. LODGE. Under our rules and practice, where an amend-
ment is offered in the nature of a substitute, it can be treated
as a separate gquestion.

Mr. BACON. Exactly.

Mr. LODGE. That is, one amendment is in order to the
amendment of the Senator from Texas; one amendment is in
order at a time to the substitute, and not more than one amend-
ment, because otherwise you would create your third degree.

Mr. BACON. I turn to the rule which the Senator cites—
Rule XVIII. .

Mr. LODGE. Rule XVIII.

Mr. McLAURIN. Will the Senator allow me just a moment?

Mr. BRANDEGEE. Mr. President——

Mr. BACON. I shall not interrupt the argument of the Sen-
ator from Connecticut further. The only reason I did inter-
rupt him was—if the Senator from Mississippi [Mr. McLAURIN]
«will pardon me—that the Senator from Connecticut was pro-
ceeding upon the theory that it was desirable to proceed with
an amendment, but that he did not understand that he was at
liberty to do so.

Mr. BRANDEGEE. That is exactly so.

Mr. BACON. And I thought it was important to have that
question settled, if the Senator deemed it important that an
amendment should be offered.

Mr. BRANDEGEE. I think it is important, and I yielded
to the Senator, and still yield to him; but I do not want to
yield to a great many other Senators.

Mr. BACON. I will suggest that the Senator proceed, and I
shall, before he gets through, examine the rule to which the
Senator from Massachusetts [Mr. Lopge] calls attention.

Mr. BRANDEGEE. So I say, Mr. President, it is of the
utmost importance, before we proceed further with this sub-
ject, that we shall accurately define what we mean by the
language of the amendment, “ with respect to;” and I would
suggest to the Senator from New York [Mr. Roor] that the mere
fact that the court in these various ecases, where it has itself
been very much embarrassed to distinguish between what is a
direct tax and what is an excise tax—the mere fact that the
court itself, in discussing those nice differences, has used lan-
guage in defining what would be constitutional does not at all
make this language in this amendment constitutional. or defi-
nite. The court has not construed its own language; it has used
some language construing a legislative act; and the fact that
we take the language that the court has used in construing a
legislative act does not make nor does it bring to bear upon this
measure a decision of the Supreme Court as to its constitution-
ality or its validity. I think that distinction is perfectly ap-
parent to anybody. The court say that Congress imposed a
tax upon sugar-refining companies in reference to their busi-
ness or with respect to their business. How else could the
court have described the tax? But the court never said to
Congress, “The next time you want to draw an excise tax
and make it constitutional, if you will only use the same lan-
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guage that we have used obiter in trying to designate what we
are talking about, we will hold that mere phrase of ours to
make a legislative act constitutional.” -

I do not say that this proposed act is not constitutional; on
the contrary, I think it is; but I do say that it ill becomes
the dignity of Congress to loosely use vague phrases of that
kind, which are calculated to embarrass the court and in the
use of them to have it appear upon the record that we admitted
that we had no definite conception in our own minds what they
meant,

Mr., RROOT. Mr. President, something which the Senator
from Connecticut [Mr. BeaxpEcee] said about my answer to his
question leads me to think that I may not have correctly appre-
hénded the question, and I wish to reserve the right to examine
the Recorp on the question, with reference to a possible modifi-
cation of my answer, in case I did misapprehend it. Does the
Senator from Connnecticut suggest any change of phraseology—
any specific and definite change in words to be substituted?

Mr. BRANDEGEE. Mr. President, my suggestion was this:
Without attempting to repeat verbatim my question—for it was
asked offhand—1 prefaced my suggestion with the guestion to
the Senator, with the idea of getting from him, one of the
authors of the amendment, what his idea was as to the mean-
ing of those words “ with respect to,” so as to try to bring out
definitely to the Senate, more especially for the purpose of clari-
fying my own idea upon the subject, exactly what it was that
we were attempting to tax. I thought that if we were attempt-
ing to tax every corporation in the United States of America
for the privilege of transacting business, we might as well use
the words “ for the privilege of transacting business.,” If we
were imposing a tax in the nature of a license, or if'we were
imposing a tax with the idea that we granted them the right
to do business, in consideration of the paying of a tax, I thought
it was well to understand that. So I asked the Senator from
New York if his understanding of that language was that we
were imposing a tax upon corporations, upon their privilege
to do business. The privilege to do business, I suppose, means
their right to do business. If we are taxing these corporations
upon their right to do business, as it seems to me, I admit these
decisions seem to go upon the ground that a special excise tax
may be imposed upon their right to do business, although that
right is given by the States.

AMr. NELSON. Mr. President, will the Senator permit me to
make a suggestion?

The PRESIDING OFFICER. Does the Senator from Con-
necticut yield to the Senator from Minnesota?

Mr. BRANDEGEE. Certainly.

Mr. NELSON. We are not taxing them and do not mean to
tax them by this amendment for the privilege of doing business,
but we are taxing them upon the business as a business; not for
the privilege, not as a license to do that business, but we are
taxing them upon that business—the business they do as cor-
porations. That is the distinguishing feature. E

Mr. BRANDEGEE., Mr. President—

Mr, NELSON. Now, if the Senator injects the very words he
suggests, they would clearly make the proposed act of doubtful
constitutional validity. If the purpose of the Senator is to
make the law open to a construction by the Supreme Court that
would invalidate it, then it would be very well to put in the
words “for a license to do business;” but the object of the
amendment is not to tax corporations for the license or privi-
lege of doing business, but to tax them upon the business
they do.

Mr. BRANDEGEE. I am very glad to have the Senator's
construction of this language. I understand what he thinks
about it. That shows that not only judges may differ about
this thing, but that Senators on this floor differ about it.

I have not looked this case up particularly, but I have glanced
hurriedly over the cases that have been referred to by Senators
who have made remarks upon this whole gquestion. At first it
seemed abhorrent to me that the United States Government
could arbitrarily impose a tax and collect it upon a corporation
chartered by a State, with all its reserved rights, for the privi-
lege of doing business.

The State had granted a franchise fifty years ago, perhaps,
and its child had been conducting the business that it was au-
thorized to do for half a century, when, suddenly, in comes
the United States of America and says, “ We demand of you
2 per cent upon your net income before you can have the privi-
lege of doing business,” or, as the Senator from Minuesota
[Mr. Nersox] says, “ We demand it upon your business.” I
fail to see the fine distinction the Senator from Minnesota
seeks to draw between demanding it upon their business or
demanding it upon their right to conduct their business. I
say if it is the intention of this amendment to tax corporations

o

either upon their privilege of doing business or their right to
do business, we want to know it,

It was in following that inguiry, which lay in my mind some-
what indefinitely and vaguely, I admit, that I asked the Sena-
tor from New York if the corporation refused to conform to
the contention of the United States that it counld tax them upon
the right or privilege of doing business, what would the Gov-
ernment do either in the way of conferring a further right
or of cutting off any right they claim to have already?

Mr. CARTER. Mr. President—— .

The PRESIDING OFFICER. Does the Scnator from Con-
necticut yield to the Senator from Montana?

Mr. BRANDEGEE. 1 yield to the Senator from Montana.

Mr. CARTER. Mr. President, the Senator’'s discussion is
very interesting and very instructive. According to my view,
the Federal Government does not ‘assume by the passage of
this amendment to extend any privilege to any corporation in
a State or to deny any right or privilege now enjoyed by a
corporation organized by a State. The amendment merely
proposes a classification of subjects for taxation. The cor-
poration is not to be assessed for the privilege of doing business,
because that privilege can not be denied if the corporation is
organized under the laws of a State, if its purposes are legiti-
mate and not in contravention of public policy. The tax is
assessed because certain business is being done in a certain
form or method of organization, by incorporation or as joint-
stock companies, It is not a license and not a tax on property,
but a tax on that method of doing business, and because the
business is being done under that legal form.

Mr. BRANDEGEE. Does the Senator from Montana claim
that where a State charters a corporation the United States
Government can definitely impose a tax upon that corporation
because it has presumed to exist under the laws of its own
State?

Mr. CARTER. Well, Mr. President, unquestionably in the
levying of the tax on bank circulation Congress did interpose
its hand and levy a tax which operated to extinguish the banks
of issue in the States.

Mr. BORAH. Mr. President——

The VICE-PRESIDENT. Does the Senator from Connecticut
yield to the Senator from Idaho?

Mr. BRANDEGEE. I do.

Mr, BORAH. The Senator will bear in mind that the court
expressly stated in that case that the tax was laid upon prop-
erty, that the bank's circulation was notes, and it referred to
the fact that they were the same as contracts with railroads,
and so forth, and that it was a tax upon property. If we take
that view of it here, then I ask, What becomes of the income-tax
decision ?

Mr. BRANDEGEE. Mr, President, if the Senator from Min-
nesota [Mr. Nersox] is correct in his construction, and if this
amendment intends simply to impese arbitrarily an execise tax
upon corporations, I submit it would be a great deal better and
a great deal less embarrassing if the” words—

With respect to the carrying on or doin%ngus!nese by such corpora-
tion, joint-stock company or association, or urance company—

Should be stricken out, so that then the provision would
read:

Shall be subject to %my annually a special excise tax equivalent to
2 per cent upon the entire net income.

That would clearly make it simply a special excise tax, and
special excise taxes have been sustained by the Supreme Court.
I ask the Senator from New York whether, in his opinion, that
would not accomplish the very object that he has in view?

Mr. ROOT. Mr. President, I think it would weaken it, if I
understand correctly what the Senator from Connecticut
wishes; that is, to stop with the words * excize tax.”

AMr. BRANDEGEE. No; the Senator did not understand me
rorrectly. If the Senator has the proposed amendment on his
desk, I ask him to look at line 11, on page 1.

Mr. ROOT. I have it.

Mr. BRANDEGEE. And I would ask him whether or not
it would not be at least just as well to strike out at the end of
line 10 the following words?— :

With respect to the carrying on or doing business by such corpora-
tion, joint stock company or association, or insurance company.

Mr. ROOT. I do not think it would. I think it would
weaken the measure.

Mr. BORAH and Mr. RAYNER addressed the Chair.

The VICE-PRESIDENT. To whom does the Senator from
Connecticut now yield?

Mr. BRANDEGEE. I was yielding to the Senator from New
York [Mr. Roor]. If he has finished, I yield to the Senator
from Idaho [Mr. Borau],

-
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Mr. ROOT. May I say to the Senator from Connecticut that
I personally should be very glad if the Senator from Maryland
[Mr. Ray~er] might make a part of my answer to the question
of the Senator from Connecticut whenever it suits the conven-
ience of the Senator from Connecticut.

Mr. BRANDEGEE. I yield to the Senator from Maryland for
that purpose.

Mr. RAYNER. After the Senator from Connecticut has con-
cluded, I will ask the privilege of addressing the Senate for a
very short time; but I want to say now, in answer to the ques-
tion, that, in my judgment, such a change would absolutely de-
stroy this amendment and make it an unconstitutional measure.
When the Senator from Connecticut has concluded, I will ask
the attention of the Senate for about twenty minutes upon the
legal phases of this subject ; but I think the elimination of those
words would absolutely destroy this amendment, and I am
prepared with the authorities to sustain that proposition.

Mr. BRANDEGEE. Now I yield to the Senator from Idaho.

Mr. BORAH. I want to call attention, Mr. President, for a
moment to the case of Veazie Bank v. Fenno, as it has been re-
ferred to here a number of times as authority for taxing a
franchise or the privilege of a corporation to do business.
That was precisely what that case decided was not involved.
Justice Nelson dissented from the majority opinion, holding
that it was an attempt to tax the franchise of a State, and for
that reason the law was void. The majority of the court said:

But in the case before us the object of taxation is not the franchise
of the bank, but property created, or contracts made and issued under
the franchise, or power to issue bank bills. A railroad company, in the
exercise of its corporate franchises, issues freight receipts, bills of
lading, and ?assenger tickets; and it can not be doubted that the or-
ganization of railroads is quite as important to the State as the or-
ganization of banks. But it will hardly be questioned that these comn-
tracts of the company are objects of taxation within the
Congress and not exempted by any relation to the State whic
the charter of the railroad.

In other words, they are building a case here upon a case
which held that it was a tax upon property; and the reason, no
doubt, why this amendment is drawn in the nebulous condition
it is, is because of the fact that it is not possible to avoid these
cases without going to the proposition that you are taxing the
right of a corporation to exist.

Mr. McCUMBER. Mr. President—— :

Mr. BRANDEGEE. Now I yield to the Senator from North
Dakota.

Mr. McCUMBER. I merely want to suggest to the Senator
from Connecticut that this matter was considered in the draft-
ing of the amendment. On the.copy which I had I took occa-
gion to mark out the words objected to by the Senator from
Tdaho and insert the word * for.” I presented it to the Senator
from New York and those who were engaged in the drafting of
the amendment. I substituted the word “for” in place of the
other words simply because I thought that it was nearer to
proper grammatical construction and for the purpose of com-
ing more quickly to the point. The Senator from New York
explained then, as he has explained now, that it was better
to follow the exact words of the court which had passed upon
the case referred to.

In addition to that was the further proposition that the word
“ for " might indicate that it was intended as a condition prece-
dent to the carrying on of that business, and no one would at-
tempt to sustain the proposition that we could tax the mere
right of a corporation to do business, which is a specially
granted right by the State. We could tax the carrying on of
the business, but we would have no power to say, il a state
corporation did not pay that tax, that it could not p ‘oceed to
carry on business. That was my own view of the mutter and
the reason why I immediately thought it was better to use these
words, which the Senator thinks are somewhat hazy, rather
than the other word, which might possibly seem to indicate that
it was a prohibition upon the doing of that business unless the
tax was paid.

Mr. BORAH. Mr. President, the Senator from North Da-
kota will agree with me that the words are somewhat nebulous?

Mr. McCUMBER. A trifle.

Mr. BORAH. And undoubtedly for the reason that you are
confronted with a legal proposition difficult to meet; and when
you come to be more definite, it is going to be very difficult
to get by the decision of the Supreme Court.

Mr. McCUMBER. I admit, Mr. President, it is very diffi-
cnlt to get a case that will avoid all the objections and all the
innuendoes of the courts in the decisions in all of these cases;
but, upon the broad proposition that we have the authority to
tax the business of a state corporation, I think we all agree.

Mr, BORAH. Then, as I understand, it is a tax for the privi-
lege oficarrylng on a business, and might just as well have
been laid——

wers of
granted

Mr. McCUMBER. No; I would not allow the Senator to
use the words “privilege of carrying on business;” it is a
tax upon the earrying on of the business.

Mr. BORAH. Then, I will say that it is a tax upon the
carrying on of business. Well, that might just as well have
been applied to a tax on the carrying on of the business of a
partnership or an individual. :

Mr. McCUMBER. Certainly. I am not saying that it could
not be extended further; but it was thought best to confine it
to corporations,

Mr. CUMMINS and Mr, SUTHERLAND addressed the Chair.

The VICE-PRESIDENT. To whom does the Senator from
Connecticut yleld?

Mr. BRANDEGEE. I yield to the Senator from Towa first.

Mr. CUMMINS. I rose to ask the very question that was
last suggested by the Senator from Idaho [Mr. Boram]. I
think there is no difference of opinion among the lawyers
of the Senate or among the laymen of the Senate over the
proposition that it is within the power of Congress to tax the
business or the carrying on of business by a corporation. I
will address my question now to the Senator from Connecticut,
and ask him whether he sees any constitutional difference be-
tween taxing the business of a corporation and taxing the busi-
ness of an individual? I can understand that Congress might
desire to select for taxation the business of a corporation or of
certain corporations rather than the business of an individual
or certain individuals. But I will ask him whether he per-
ceives any constitutional difference between the exercise of the
power against a corporation and the exercise of the power
against an individual?

Mr. HEYBURN. Mr. President, I will ask the Senator to
permit me to ask the Senator from Iowa a question at this
point. Does he not mean to tax the proceeds of the business,
rather than, as he expressed it, to tax the business?

Mr. CUMMINS. Mr. President, it matters not to me.

Mr. HEYBURN. One would be the right to do business——

Mr. CUMMINS. I am not entering into that nicety, or the
form of expression. What I say is this: We will assume that
we have a corporation doing a dry-goods business. Congress
has the right to say that it shall pay 2 per cent upon its net
income.

Mr. HEYBURN. That is taxing the proceeds of its business.

Mr. CUMMINS. It is taxing the business; but it arrives
at the amount of the tax by reference to its net income. Upon
the other side of the street we have a business of the same kind
carried on by an individual. I have not any doubt about the
right of Congress to tax the individual, or the business of the
individual, or the income of that business, in just the same way
that it taxes the income of the corporation as a means of reach-
ing a tax upon its business. I want to put that question to
the Senator from Connecticut, because I intend later to give a
little attention to it.

Mr. HEYBURN. I should like to ask a question of the Sena-
tor from Iowa, with the permission of the Senator from Con-
necticut.

Mr. CUMMINS. Now I shall be glad to hear it.

Mr. HEYBURN. My question is in regard to a distinction
between taxing the right to do business and taxing the proceeds
of business. The Senator, it seems to me, has spoken of them
as being the same. There may be no proceeds resulting from
doing business, aud yet there may be a tax upon a man for
opening up for the purpose of doing business, just as we very
often charge a license fee for doing business when there is no
business whatever done.

So I merely wanted to distingnish those things. I did not
want to be understood as confusing a tax upon the right to do
business with a tax upon the result of doing business.

Mr. CUMMINS. I do not now desire to enter into that ques-
tion. My only question was whether a business carried on by
an individual could not be as constitutionally taxed as a busi-
ness carried on by a corporation.

Mr. BRANDEGERE. I called the attention of the Senator from
Idaho at the beginning of my remarks upon this question to
the fact that in the revenue act of 1898 the tax was imposed
upon the gross earnings of the business. It did not say “ with
respect to the business.” It was imposed upon the earnings of
the business in the Spreckels case.

Mr. CUMMINS. And may I add there that it was imposed
upon the business of an individual as well as upon the business
of a corporation ecarrying on such a concern?

Mr. BRANDEGEE. The Senator has anticipated what T was
about to say. The language of the act there included perscus,
assgciatlons. companies, and corporations, if I remember cor-
rectly.

Mr. HEYBURN,

language?

Will the Senator permit me to read the
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Mr. BRANDEGEE. I yield to the Senator from Idaho.

Mr. HEYBURN. In order that the statement may be accu-
rate, I read section 27 of the act under which the Spreckels
case arose:

That every person, firm, corporation, or company carrying on or do-
ing the business of refining petroleum or refin sugar or or
controlling any pipe line for transporting oil or other products whose
gross annual receipts exceed $250,000 shall be subject to pay annually a
special excise tax equivalent to one-quarter of 1 per cent on the gross
amount of all receipts of such persons, firms, corporations, and com-
panies in their respective business in excess of said sum of $250,000.

I think that will clear the atmosphere somewhat in regard to
what was taxed.

Mr. SUTHERLAND. Mr. President——

Mr. BRANDEGEE. I yield to the Senator from Utah.

Mr. SUTHERLAND. I should like to make a suggestion to
the BSenator from Iowa with reference to the question he has
propounded. I think he is quite right in his suggestion that
there is no distinction between the business of an individual or
a copartnership and that of a corporation so far as that precise
question is concerned. Bauat does the Senator from Iowa think
that the act of receiving interest, for example, upon a bond, or
the act of receiving rent from a landed estate ean be in any way
properly described as a business?

Mr. CUMMINS. I am not prepared to say that it can be.
My question, however, simply related to those individuals and
those copartnerships that are engaged in business, whatever
term or definition may be given to that word. And my inquiry,
of course, wounld lead to the suggestion that if we are imposing
a tax on business, we may just as well impose it, and can just
as constitutionally impose it, upon individuals and copartner-
ships doing business as we can upon corporations doing business,

Mr. SUTHERLAND. I think there is a great deal of justice
in that suggestion, if such a law can be framed. But I am per-
sonally unable to see just how we can make the classification.

Mr. CUMMINS. May I interrupt for just a moment further?
It can be framed by adding to the amendment the phrase “ per-

. sons or copartnerships doing business.” There would be no
difficulty about adding that phrase, if it were not desired, as it
appears to be, te levy a discriminatory tax.

Mr. SUTHERLAND. Now, Mr. President, if the Senator
from Connecticut will permit me——

Mr. BRANDEGERE. I yield to the Senator from Utah.

Mr. SUTHERLAND. I simply desire to make a suggestion
to the Senator. The Senator thinks, if I understand him cor-
rectly, that the phrase *with respect to the earrying on or
doing business” should be stricken out and the word “for”
inserted, so that the act wounld read: “A special excise tax for
doing business by such corporation.”

Mr. BRANDEGEE. That, as I understood, was the sugges-
tion of the Senator from Idaho.

Mr. HEYBURN. It was merely a tentative suggestion.

Mr. SUTHERLAND. 8o I understood. If the Senator will
permit me, I should like to call his attention to what seems to
be a difficulty in respect to that change. If we insert the word
“for” in place of the phrase suggested to be stricken out, the
law will in terms impose a tax “for” the doing of business—
in other words, for the privilege of doing business. If this act
intends to impose a tax on account of the privilege of doing
business, it is not for that privilege, but it is simply upon it.
In other words, Congress is not imposing a tax in order to enable
a corporation to do business, or in order that it may do busi-
ness; but, recognizing-the fact that it is already engaged in the
doing of business, if the act is to be construed in that way at
all, it is imposing a tax upon the privilege already existing of
doing the business; and if we insert the word “ for,” it seems to
me it will be subject to that objection.

Mr. BRANDEGEE. Mr. President, I was about to ask the
Senator from North Dakota, who had made the suggestion of
the use of the word “ upon "——

Mr. McCUMBER. I suggested the use of the word “ for.”

Mr. BRANDEGEE. I understood that the Senator from
North Dakota had either suggested himself, or said that some-
body else had suggested, that the excise tax should be upon
the transaction of business, instead of in respect to the trans-
action of business.

Mr. McCUMBER. I used the word “for;” I suggested that
word, and certain objections were urged against it.

Mr., BRANDEGERE. I should like to ask the Senator from
North Dakota whether, in his opinion, it will not tend to clarify
the meaning of the act if the word “ upon” is substituted for
the words “in respect to?”

Mr. McCUMBER. Mr. President, at a glance I am free to
say that I think it would.

Mr. SUTHERLAND. Mr. President——

The VICE-PRESIDENT. Does the Senator from Conneeti-
cut yield to the Senator from Utah?

Mr. BRANDEGEE. I yield.

Mr. SUTHERLAND. I think that while it would be using,
perhaps, not an ungrammatical phrase, yet certainly a very
awkward phrase, that is what the law means. In other words,
if we insert the word “ upon,” it will then read:

A special excise tax upon the doing business by such corporations.

It strikes me that that is a rather awkward phrase. I think
the language used here, “ Special excise tax with respect to
the carrying on or doing business,” is preferable, because, among
other reasons, it is the precise language used by the Supreme
Court. I may say that, in passing upon the act imposing the
sugar tax, the Supreme Court translated the act into its own
language. Instead of using the precise words of the act, it put
its own construction upon the act and translated it into the
words used by the court. And those words were:

Clearl, tax
Euu;agnlyyt}:he mi: lﬁ'o Eh?mﬁg o:;g;:ns guggualerﬁcei f;:?:l] :'mtng"

I ean see no possible harm that will result if we adopt the
precise language the Supreme Court used in characterizing
this act. Those were not the words used in the act itself; but
the court said that that was what the act meant. Why, then,
should we not use the language the court used in tramslating
%tttsil ;.%nguage of the law instead of the language of the law

Mr. BRANDEGEE. Mr. President, the Supreme Court itself
there said, as the Senator has just read, that the tax was upon
gross receipts.

Mr. SUTHERLAND. Oh, no. The court said it was not
upon gross receipts. The court said :

learly the mposed gross
Gy, DL Caly e v o T e o Souual recelpty X meup.
refining sugar.

Mr. McCUMBER. They both mean the same thing.

Mr. BORAH. Mr. President——

The VICE-PRESIDENT. Does the Senator from Connecti-
cut yield to the Senator from Idaho?

Mr. BRANDEGEE. I yield. ;

Mr. BORAH. I should like to ask the Senator from Utah
a question. Suppose we should adopt the exact language that
was used by the Supreme Court in the Spreckels case, and sup-
pose it should transpire that some business which a corpora-
tion was carrying on was made up entirely of owning, using,
and deriving profits from real estate, what would become of
the tax in that case, in view of the language of Justice Har-
lan, where he said that the only reason they permitted the rent
derived from real estate to be taxed in the Spreckels ease was
because it was incidental to refining sngar, thus clearly lead-
ing to the belief that if it was a business of itself it could not
be taxed?

Mr. SUTHERLAND. My attention was diverted from the
first part of the Senator's question. But if I understand it, T
can see no difficulty. A corporation that is a holding corpora-
tion is engaged in business. It is a corporation; and the act
itself measures the tax not only by the amount of business
transacted, but also by the eapital invested.

Mr. BORAH. Mr. President, it will be remembered that in
the Spreckels case the corporation owned certain wharves and
collected rent from those wharves, It was contended that that
was real estate and the collection of rent from real estate, and
that therefore it came within the income-tax decision. Justice
Harlan, in writing the opinion, in effect said:

This matter i8 not free from difficulty; but we take the view of it
that the holding of the real estate, the wharves, and the collecting of the
rent is incident to the other business of refining sugar; and therefore
ecline to declare it to be a business of itself.

we will d

Mr. SUTHERLAND. If I remember the Spreckels case cor-
rectly—it is some time since I read it through—the point of the
decision was not that the receipts from the wharves might be
considered as the receipts from real estate, but that such re-
ceipts were not within the contemplation of the law. The law
was imposed, in effect, upon the business of refining sugar.

Mr. BORAH. Exactly.

Mr, SUTHERLAND. And the receipts from the wharves, or
the receipts from the deposits the company had made, and upon
which it received interest, were no part of its refining business,

in the sense of the law.
Mr. BORAH. Mr. President, if the Senator will review that

case again, he will find that he is mistaken. He will find that

Mr. Justice Harlan said that the only reason the court would
pass it by was because they considered.it a part and parcel of
the doing of the business of refining sugar, and incident to the
carrying on of that particular business; and therefore the de-
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duction was clear that it would not fall within the income-tax
decision.

Mr. ELKINS, Mr, President——

The VICE-PRESIDENT. Does the Senator from Connecticut
yield to the Senator from West Virginia?

Mr. BRANDEGEE. Yes.

Mr. ELKINS. I notice that in the pending amendment the
framers of the same have used the exact language of Justice
Harlan in rendering the opinion of the Supreme Court in the
Spreckels case. I mean the words “ with respect to the carry-
ing on or doing the business.” I want to ask the Senator, inas-
much as he has given a great deal of consideration to this
matter, and is an able lawyer, how the words I have quoted
should be interpreted, whether as an excise fax or a tax on
property ?

Mr. BRANDEGEE. My opinion is clearly that it is an excise
tax, and it so specifies on its face.

Mr. ELKINS. But it says “with respect to carrying on
the business.” Then, if it is an excise tax, is it constitutional?

Mr. BRANDEGEE. Mr. President, the amendment itself,
on the first page, states that this tax is levied as a special ex-
cise tax, and it then proceeds to state that it is a special
excise tax with respect to the carrying on or doing business by
such corporations.

Mr. ELKINS. Let me ask the Senator a further question.
The State creates a corporation to carry on business, and it is
carrying it on legally and in conformity with all the laws of
the State creating it. Has the Federal Government, under its
delegated powers, the right to levy an excise tax on that cor-
poration for the privilege of doing business to the extent of
destroying it? If it can tax it at all, it can tax it enough to
destroy it. Does such power reside in the General Government,
or, I should say, in Congress?

Mr. BRANDEGEE. It has been decided over and over again
that the Congress has the right to levy special excise taxes and
excise taxes,

-~ Mr. ELKINS. Yes; in certain directions and on certain
things. But has it the right to levy such a tax on a corporation
legally incorporated and doing business under the laws of a
State, to the extent of destroying the corporation?

Mr. BRANDEGEE. The Spreckels case distinctly decided
that.

Mr. ELKINS. This is the language of the Spreckels case,
put it is open to two constructions. What will the court do
when it gets this amendment? It must decide one way or the
other. I know that the distinguished Senator from New York
and those aiding him in framing this amendment have taken
ghelter under the words of the Supreme Court which I have
read. He says, “ How can you attack the amendment when it
follows the language of the Supreme Court?” But the Su-
preme Court has never had a case before it of precisely the
kind that will be raised by this amendment and which we have
been discussing. If it is an excise tax, I think it is clearly un-
constitutienal. If it is a tax on property or upon the carrying
on of business, then it may be something else.

Suppose you should strike out * excise tax " here, what effi
would it have? I will ask the Senator what effect it would
have on the language? You can not legislate a fact. You
can not nameg a thing as an excise tax and make it such simply
by declaring it is an excise tax when it is not.

Mr. BRANDEGEE. Mr. President, I made the point early
in my remarks that I doubted whether the distinguished Sen-
ator from New York had secured refuge under the language
of the Supreme Court. The Senator from Utah takes the view
of the Senator from New York that he has. I very much doubt
it, inasmuch as I consider that language of the Supreme
Court, and the use of the words “ in respect to,” as simply the
ordinary language of the Supreme Court in expressing what
it was construing. It did not purport nor intend to construe
its own words.

Mr. SUTHERLAND rose.

Mr. BRANDEGEE. I now yield to the Senator from Utah.

Mr. SUTHERLAND. In view of the question the junior
Senator from Idaho put to me respecting the Spreckels case.
I have looked at the case and find that I am entirely correct
in my statement, except that both the Senator and myself were
in error in assuming that the Supreme Court had held that the
receipts from the wharves would not be subject to the tax,

Mr. BORAH. That is what I was talking about.

Mr. SUTHERLAND. The Supreme Court held that the re-
ceipts from the wharves did come within the contemplation of
the act. But the court said, with reference to the receipts
from the deposits:

We are of opinion that upon the point last stated there was error.
The gr-oss annual receipts upon which, in excess of a certain amount,
the tax was imposed, were, under the statute, only receipts in the busi-

ness of refining sugar, not receipts from independent sources. But
clearly neither fnterest paid to the plaintiff on its deposits in bank nor
dividends received by it from investments in the stocks of other com-
panies were receipts in the business of refining sugar.

So I was entirely accurate when I said that the court did
not deal with the question as to whether or not the tax was
derived from real estate.

Mr. BORAH. Mr., President, the Senator was entirely in
error; I did not address my question to him concerning any in-
terest upon deposits. I addressed myself to him concerning the
rent for the wharves. I have here the language of the court.
And I will submit to any Senatof whether or not this amendment,
if it is to apply to all corporations, whether doing business as
real estate corporations or otherwise, is free from that doubt
which enables us to say, as it has been said we should say, that
we are not going to enact a lawsuit?

This question was raised with reference to wharves, and the
court said:

The question is not wholly free from difficulty—

And remember, it said this after it had decided that this was
an excise tax upon the privilege of doing business, or upon the
doing of business—

But we think the better reason is with the ruling in the circuit
court and in the cirenit court of appeals to the effect that wharvea;
in every substantial sense, constituted a part of the plaintiff's “ plant,”
and, not absolutely necessary, were of great value in the prosecu-
tion of its business; and that receipts derived by plaintiff from the
use of the wharves by vessels—particularly because, with rare excep-
tions, the vessels using them brought to the plaintiff the raw sugar
which it refined—were receipts in its business of refining sugar. The
primary use of the wharves was in connection with and in the prose-
cution of that business. The importation of raw sugar from abroad
was not, in a:{ngmper sense, a separate business, ut an essential
part of the pl f's general business of refining sugar.

Suppose it had not been. Suppose it had been the owning of
wharves and renting of them to other parties. What would
become of that under the reasoning and the logic of Justice
Harlan?

Mr. SUTHERLAND. It would have been outside of the tax,
because not within the language of the law imposing the tax.

Mr. BORAH. Exactly.

Mr. SUTHERLAND. But the character of the property as
real estate was not in any manner involved. That is all I
have said.

Mr. BORAH. But at this time Mr. Justice Harlan was dis-
cussing alone the question of whether, under this law, the rents
from real estate could be taxed, in view of the income-tax
decision. The matter gets clearer all the time.

Mr. BRANDEGEE. Mr. President, the act of 1898 did impose
a tax upon gross receipts. The court said:

Clearly the tax is not imposed upon gross annual recei
but onlyyl.n respect of the ggrryinsmonxor dolng the bg; n%;: En? ?é?ienl:igyg'
SUgar,

The language of the act distinetly imposed the tax upon gross
receipts above $250,000; and the court, in construing it, said
that although it was imposed upon gross receipts, it was not
imposed upon gross receipts as property, because Congress was
not taxing the property, but was taxing the corporation with
respect to the transaction of its business. =

But nowhere did the court define in what respect or in what
way as to the transaction of its business Congress was taxing
it. And it seems to me that after this discussion nobody on this
floor is any more able to define what is meant by the words
“ywith respect to the carrying on or doing business” than any
delegate to the Constitutional Convention was able to explain
what was meant by 4 direct tax. And we know what confusion
has arisen in the decisions of the Supreme Court over the ques-
tion of what is and what is not a direct tax. Merely because
the court, in passing, stated that the tax under the act of 1898
was levied upon the gross receipts in respect to the transaction
of business by the corporation, it can not be said that the use
of those terms will make this act constitutional, unless it is
constitutional on other grounds.

I have now said all I care to say in calling attention——

Mr. McCUMBER. May I ask the Senator a question right
here?

Mr. BRANDEGEE. Certainly.

Mr. McCUMBER. Does not the Senator believe that the
words “a special excise tax with respect to the carrying on or
doing business ” mean the same thing as “a special excise tax
upon the earrying on of a business?”

Mr. BRANDEGEE. I think that is what is somewhere lurk-
ing vaguely in the mind of everybody here. And if it be true
that it means the same thing, why not use the term that is
beyond any question or cavil instead of resorting to a mystify-
ing phrase?

Mr. HEYBURN rose.

Mr, BRANDEGEE. I yield to the Senator from Idaho.
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Mr. HEYBURN. The distinction would seem to me to be
that the words are not sufficient as a grant of power to the ex-
ecutive branch of the Government to do the thing—that is, to
collect the tax. They are not a sufficient grant of power; and
if the grant of power lies anywhere, it must lie in those words.

Mr. BRANDEGEE. Without disputing the constitutionality
of the act—for I think we all admit, or, at least I do, that the
Government has a right to select corporations for taxation, and
exclude partnerships—it is certainly an injustice to a small
corporation to allow a partnership, engaged in the same business
and in close competition with it, to go untaxed, while the small
eompeting corporation is compelled to pay a tax of 2 per cent.
And I should like to ask the chairman of the committee if he
is able to state why it was that the committee did not impose
this tax upon partnerships as well as upon corporations?

Mr. ALDRICH. Mr. President, there were a vast number of
industries and subjects which the committee might have in-
cluded, I suppose; but they had to stop somewhere. The com-
mittee, with the advice they had, believed the present tax to be
constitutional; the President's message advised us as to the
character of the legislation which he desired; and the limitation
seemed to the committee to be proper and natural. We did not
intend to tax everybody and everything in the United States.

Mr. BRANDEGEE. But on principle, Mr. President, there
would seem to be no difference between a partnership and
a corporation. They are both combinations of men to do busi-
ness. I wondered whether or not the question had been pre-
sented to the committee, and whether or not there was any dis-
cussion in the committee as to it.

Mr. ALDRICH. Does the Senator think we could constitu-
tionally tax the incomes of individuals received from real estate,
for instance?

Mr. BRANDEGEE. The question whether a copartnership
is an'individual or not is one that I should want a little time
to consider.

Mr. CURTIS. Mr. President, the Senator recognizes, how-
ever, that there is a great deal of difference in the extent of
the liability of members of partnerships and members of cor-
porations,

Mr. BRANDEGEE. Entirely so; and I will ask the chair-
man of the commitiee whether or not that matter was considered
by the committee?

Mr. ALDRICH. Mr. President, I suppose the Senator from
Connecticut is as well aware as I am that any Senator, even
with much less ingenuity than the Senator from Connecticut,
could suggest in a five-minute speech questions which could not
be answered in the course of a session. There were a great
many difficulties surrounding this problem, and the committee
decided to hew closely to the line and follow the suggestions
and recommendations of the President in this legislation.

Mr. BRANDEGEE. Does the Senator desire to answer my
inguiry as to whether the matter of imposing a tax upon part-
nerships was considered at all by the committee?

Mr. ALDRICH. I will say that it was considered, and the
committee thought it raised a cloud of questions which they
did not care to discuss or te dispose of.

Mr. RAYNER obtained the floor.

Mr. TALIAFERRO. Mr. President, I suggest the absenece of
4 (uOTumL

The VICE-PRESIDENT. Does the Senator from Maryland
yield to the Senator from Florida?

Mr. RAYNER. I yield to the Senator.

The VICE-PRESIDENT. The Secretary will call the roll.

The Secretary called the rell, and the following Senators
answered to their names:

Aldrich Chamberla.ln gga Newlands
Balil e Cl ubla iy
e ar 0. age

Bomg nf 0 nheim Pex'ﬁrose
Bourne Hey! Perkins
Bradley Culiom Hughes Piles
Brandegee Cummins Johnston, Ala.

Briges Curtis Jones Root
Bristow Davis Kean Scott
Brown Depew La Follette Stone
Bulkeley Dick McCumber Sutherland
Burkett Dillingham McEne Taliaferro
Burnham Dolliver MeLa Taylor
Burrows Elkins Martin Warner
Burton Fletcher Money Wetmore
Carter Foster Nelson

Mr. BACON. I desire to state that my colleague [Mr. Cray]
is necessarily. absent from the ecity, and will be absent for
several days.

Mr. OVERMAN. I wish to announce that my colleague [Mr.
Smumoxns] is unavoidably detained to-day and will not be in
the Chamber.

The VICE-PRESIDENT. Sixty-three Senators have an-
swered to the roll call. A guorum of the Senate is present,

|

Mr, RAYNER. Mr. President, I will kindly ask the atten-
tion of the Senate to discuss the legal phases of this amend-
ment.

I want to say that I am in favor of the income tax and I shall
vote for the income tax if I have the opportunity of doing so.
I may not have the opportunity of doing so, however. I may
be forced ultimately to decide whether I shall vote for this
corporation tax or not. If I am forced to that ultimate de-
cision, I shall vote for it.

I want to be distinetly understood upon this proposition.
Between an income tax and a corporation tax I am decidedly
in favor of an income tax, for reasons that have already been
given by Senators, and I do not desire to add anything to the
literature on that subject. But if ultimately I am either com-
pelled to vote for the amendment of the committee or to vote
for no additional tax at all, I shall vote for the corporation fax;
ag& I ;:ise now for the purpose of explaining my vote and justi-

g it

I believe that this is a constitutional measure, and I hope
that I shall be able to demonstrate that proposition. I do not
care for words, Mr. President. I think if you will eliminate
the sentence that the Senator from Connecticut desires to have
eliminated you will make the law invalid, not that I believe
for a moment that a law can be made constitutional by legisla-
tion, but a law can certainly be made invalid by leaving some-
thing out of the Iaw.

I will state my propositions, and I will indulge in no irrele-
vant or collateral matter. I will come right to the point of the
discussion. I lay down these three propositions: First, that this
tax is an excise tax. That is the first proposition. The second
proposition is that it is a uniform tax. The third proposition
is that it does not infringe upon the reserved rights of the
States.

The first proposition is that this is an excise tax. There can
not be any doubt upon that proposition. No matter how this
bill is worded the word “or” or the word “and” can not
change the construction of what this proposed law is. It is
an excise tax. It is an excise tax and not laid upon the profits
of a corporation. This is not a tax laid upon the net profits of
a corporation. If it was a tax laid upon the net profits of a
corporation, it might possibly come within the income-tax de-
cision. It is a tax laid upon the business and privileges of a
corporation, and the measure of the tax is the net profits of the
corporation. That is about as concisely stated as I can state
it, and it has been so stated, not once, but a hundred times, in
the different decisions upon kindred propositions. When we
get away from that proposition we indulge in what seems ir-
relevant and collateral matter that does not even illuminate the
propesition 'we are discussing.

Let us look at this and see whether I am right or not. I do
not like the corporation amendment; I think it is inequitable;
but when the time comes and we ean not obtain an income tax,
then I am in favor of this tax. I am in favor of an income tax
upon the proposition advanced by the Senator from Texas and
the Senator from Idaho and the Senator from Iowa, and other
Senators. When the point is reached, I will vote for this cor-
poration tax rather than vote for no tax, and that is the only
ground on which I will vote for it. In voting for it I want to
justify my vote on the ground that I believe it is a legal tax,
and there will not be a dissenting opinion in the Supreme
Court of the United States when the Supreme Court confronts
it for the simple reason that the Supreme Court, in a number
of cases, has already covered the proposition.

The senior Senator from Minnesota [Mr. Nersox], whose
mind always goes to the root of a legal question, settled it
just now in answer to the Sengtor from Connecticut. He said
this is not a tax for the right to do business; it is a tax upon
the business. It is a tax upon the business privileges of a
corporation, and you measure that tax simply as a standard
of measurement by the net profits that the corporation obtains.
You can take any other standard. You can take any standard
you want if it is not an arbitrary standard.

Mr. OVERMAN. Let me call the attention of the Senator
to the fact that franchise taxes——

AMr. RAYNER. This is a tax upon the privilege and the
business of a corporation and the facilities of a corporation.

AMr. OVERMAN. Franchises are of two classes—primary and
secondary. The primary franchise is the right of a corporation
to exist, and the secondary franchise is the right, the privilege,
to do business. The Senator says this is a tax on the privilege
to do business, and therefore it is a tax on the secondary fran-
chise.

Mr, NELSON. Mr. President——

Mr. RAYNER. Let me.answer that a moment.

Mr. NELSON. Will the Senator allow me?
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AMr. RAYNER. Allow me to answer that, and then I will
listen. The Senator from North Carolina had it right except
that he has reversed the order. A tax on business is a primary
tax, and a tax on the franchise is a secondary tax. Being a
primary tax upon the business of a corporation, under the de-
cisions it is perfectly lawful, even if it resulted in destroying
the franchise. I will give the Senator the authorities in a mo-
ment. The distinetion the Senator makes is one recognized
in all the decisions. Now I yield to the Senator from Minne-

sota.

Mr, NELSON. Mr. President, all T intended to suggest to
the Senator from Maryland, in order that he may make his
statement accurate, is that this is a tax not upon the privilege
as a privilege, but simply upon the business of the corporation,
nothing more, nothing less. As the Senator from Maryland well
says, the measure of the tax is the net income of the corpora-
tion over and above the exemption.

Mr. RAYNER. That is pretty close to it, but I ean not ex-
actly agree to it. I will give the definition a little more accu-
rately. I have here quite a number of decisions. It is a tax
on the privilege and facility of a corporation. It is just as the
Senator from New York said yesterday. It could not have
been stated better.

Said the Senator from New York:

It is not the profits that would be subject to the tax, but the privi-
lege or facility of transacting the business through corporate form.
It matters not from what source may come the income which is seized
upon by the law as a measure for the value of the facility or privilege
which is taxed.

That is the language of the Supreme Court. Now let us

Jook at it. Here is “a special excise tax with respect to the
-earrying on or doing business by such corporation,” and so
forth. You are not laying a tax upon the net income; you are
laying the tax upon the carrying on or doing business by such
corporation, and that tax is to be equivalent to 2 per cent
upon the entire net income over and above §5,000. The net
income over and above $5,000 is the standard of the measure-
ment. You are not taxing the net profits. If we get away from
that, the whole law falis to the ground. We are not taxing
the net profits. We are taxing just what this measure says we
are taxing, and that is we are taxing the business of such
corporation.

Then, in order to ascertain what the tax will be, we provide
that it shall be *equivalent to 2 per cent upon the entire net
income.” What does the Supreme Court say?

Mr. SCOTT. Will the Senator allow me to ask him a ques-
tion?

Mr. RAYNER. Certainly.

Mr. SCOTT. Where a State levies a tax on corporations for
the privilege of doing business, if the Government should lay
an additional tax, would not that be double taxation?

Mr. RAYNER. No, sir; it would not.

Mr. SCOTT. For allowing them the privilege to do business.

Mr. RAYNER. It would not. This is an excise tax. The
mere fact that a State may levy a franchise tax, in my judg-
ment, in no sense of the word prohibits the Government from
Jevying an excise tax. It would be unjust; it would be unfair;
it would be oppressive; but, in my humble judgment, it wounld
not be unlawful; and the Supreme Court has on two or three
ocensions decided the matter.

Mr. CUMMINS. Mr. President——

The VICE-PRESIDENT. Will the Senator from Maryland
yield to the Senator from Iowa?

Mr. RAYNER. CQertainly.

Mr. CUMMINS, I desire to ask the Senator from Maryland
a question. I hope he will not think that I disagree in any
measure with the principles that he has just announced, but
assuming that this is a tax upon the facility or facilities of a
corporation for doing business, or, broadly speaking, upon the
business of the corporation done in that manner, I should like
to ask the Senator whether he believes that we can not also con-
stitutionally levy a tax upon the facility of doing business as
an individual?

Mr. RAYNER. T think we can.

Mr. CUMMINS. For instance, more than half the banks in
our States are private banks. They think they have superior
facilities for doing business. They think they have a great
advantage over corporations. These banks would not in any
wise be taxed by the present measure; but I should like to know
whether the Senator sees any constitutional objection in the
way of extending this tax to such institutions?

Mr. RAYNER. I do not; not the slightest. T think you ean
tax the privileges of an individual the same, and they are doing
it. The Government is taxing special oceupations. Take the
tobacco and distillery cases. I agree with the Senator from

Iowa. I want the Senafor to understand that I am with him
upon the income-tax proposition entirely. All T am doing now,
if we can not frame a bill like that, is to justify my vote.

Let me read now a few lines from the Spreckels case:

The contention of the Government is—

This is the Spreckels case—

that tmam ?rxilt; l;gt a l{irelct tax.dhutuontl-y an excise ilmposed by Con-
ress wer to and collect excises, which i1 -
form throughout the Unitednsmtes. SRS e,

Now :

Clearly the tax is not imposed upon gross annual receipts as prop-
erty, but only in respect of the carrying on or doinz the lLusiness of
refining sugar. It ean not be otherwise regarded because of the fact

that the amount of the tax is measured by the amount o gross
annual receipts. 7 i

Now, just listen to this for a moment, because this is impor-
tant in view of the discussion that has taken place:

The tax is defined in the act as * a special excise tax "—

Hear what the court says about that. It is defined the same
way here— -
and therefore it must be assumed, for what it is worth,—

I do not think it is worth much, but this is what the court
says. I do not think it is worth much to say you can not make
an act constitutional by legislation simply; but notwithstanding
the court says this—
and therefore it must be assumed, for what it Is worth, that Congress

had no purpose to exceed its powers under the Constitution, but only
to exerc the anthority granted to It of laying and collecting excises.
This eral guestion has been conslderefi in s0 many cases hereto-

fore decided that we do not deem it necessary to consider it anew upon
principle.

And then they give the cases that I shall not even refer to. .
Here is the way they conclude their judgment :

In view of these and other decided cases we can not hold tha
tax im on the thntiﬂ, expressly with reference to its * cariﬁtjlllg
on or doing the business of * * * refining suzar,” and which was
to be measured by its gross annual receipts in excess of a named sum,
is other than is described in the act of Congress, “ a special excise tax,"
and not a direct one to be apportioned among the States according
to their respective numbers. his conclusion is inevitable from the
judgments in prior cases, in which the court has dealt with the dis-
tinetions.

We may make some allowances for the difficulty here in the
Sendte of getting a proper expression of our views, because
here is what the court says about the matter :

This conclusion is imevitable from the judgments in prior ca in
which the court has dealt with the distinctions, often wery diﬂizm to
be expressed in words, between taxes that are direct and those which
are to be regarded simply as exeises. The grounds upon which those
judgments were rested need not be restated or reexamined. It wonld
subserve no usefal purpose to do so. It must suffice now to say that
they clearly negative the idea that the tax bere involved is a direct
one, to be apportioned among the States according to numbers.

This answers the point that, I think, has been made by some
of the Senators on the other side, especially by the senior Sena-
tor from Idaho:

It is said that if ard be had to the decision in the Income Tax
cases, a different conclusion from that just stated must be reached.
On the contrary, the precise question here was not intended to be de-
cided in those or, in the opinion on the rehearing of the Income
Tax cases the Chief Justice said: “ We have considered the act only
in respect of the tax on income derived from real estate and from in-
vested personal property, and have not commented on so much of it as
bears on gains or profits.”

Now, this answers the question of the Senator from Iowa—

As bears on gains or profits from business, privileges, or employ-
ments— .

If the Senator from Towa will notice, they do not say their
corporate business, privileges, or employments; they say busi-
ness, privileges, or employments—

Has assumed the guise of an excise tax, and been sustained as such.

AMr. President, this settles the case that it is an excise tax.
Now, the point is made that if we are imposing excise taxes we
ought to define the corporations; we ought not to say all cor-
porations. There is nothing in that point. Suppose we defined
every corporation doing business in the United States, suppose
we taxed all corporations doing business in the United States,
and defined them by this bill, just as in the Sugar case here it
defined two or three of them, would that be a valid bill? The
answer is that it would be a valid bill, because we defined them.
Instead of defining them, we say “all corporations.” ¥What is
the difference? What is the difference between saying all cor-
porations and defining all corporations? Therefore, Mr. Presi-
dent, I think the proposition has passed into judicial history
that this is an excise tax.

It has been sajd that you can tax the income of the real es-
tate of corporations, that you can tax the income of corporations
that are dealing in real estate. You do not tax the income of
those corporations. You tax the business of those corporations,
and you measure the tax by the net profits of the corporations.




4030

CONGRESSIONAL RECORD—SENATE.

JuLy 2,

Of course real-estate corporations come under this bill. I do
not suppose any Senator will deny that a corporation dealing
in real estate, the class of corporations mentioned by one Sena-
tor yesterday, comes within this bill; but it does not come
within this bill as a corporation taxed upon its profits. It
comes within the bill just as any other corporation, a corpora-
tion in which a tax is levied upon the business and the privi-
leges of that corporation, measured by the net profits of the
corporation, and it comprises all sorts of corporations,

I come now to the second proposition.

Mr. CUMMINS. Mr. President——

The VICE-PRESIDENT. Does the Senator from Maryland
further yield to the Senator from Iowa?

Mr. RAYNER. Certainly.

Mr. CUMMINS. May I ask one further question? Would
the Senator attempt a definition of the word * business?”
What does it include? I think it would be a very interesting
and instructive phase of this discussion as we go along to have
some clear idea of what the word * business” covers.

Mr. RAYNER. Mr. President, in one of the cases that I
have not before me the Supreme Court has said it is extremely
difficult to define what is meant by * business.” It would be
almost impossible for me to define what it means. Every busi-
ness that a man enters upon is business. Now, could every
kind and class of business be taxed? I think it could. But it
has never been passed upon by the Supreme Court. The Sena-
tor recollects the two cases that went up in reference to the
tax on distilleries, and he recollects the language of the court,
which left the question in doubt. I think that is a question

hardly anyone can answer, because the point the Senator wants

is this: Can we tax every kind of business? That is really the
proposition.
Mr. CUMMINS.
Mr. NELSON,
a minute?

It is rather——
Will the Senator from Maryland yield to me

Mr. RAYNER. If the Senator from Iowa will yield, cer-
tainly.

Mr. CUMMINS. I am glad to yield to the Senator from
Minnesota.

Mr. NELSON. The business of a corporation is determined
by the articles under which the corporation is incorporated.

Mr. RAYNER. Yes, Mr. President; but the Senator from
Towa was asking about the business of an individual. He is
not asking about the business of a corporation,

Mr. CUMMINS. I asked what the word “business” in-
cludes.

Mr., NELSON. The business of a corporation.

Mr. CUMMINS. The business of a corporation or individual,
What does the word “ business,” as used here and as used gen-
erally in connection with individuals, mean?

Mr. NELSON. I will not undertake to define it beyond the
purpose of this substitute or amendment. In other words, what
is the business of a corporation? Technically the business of
a corporation is the work it is intended to do and accomplish
under the articles of incorporation. If it is incorporated to
carry on the business of a bank, that is its business. If it is
incorporated to operate a railroad, that is its business. If it
is incorporated to operate a mine, that is the business of the
corporation. If it is incorporated to buy and sell land, that is
the business of the corporation. In each case the business of
the corporation is determined by the articles of incorporation.

Now, the Supreme Court in this Spreckels case passed upon
that question. They held, for instance, that in the matter of
ihe wharves, where the company landed the sugar from their
own ships, that those wharves were employed in the busi-
ness of the corporation, but they held that in respect to the
money the company had deposited in bank and the dividends
or interest derived from that, it was not a part of the business
of refining sugar.

Mr. CUMMINS. The Senator from Minnesota has answered
a question that I did not ask. I inquired of the Senator from
Maryland with respect to the scope and meaning of the word
“ pusiness.” For instance, this measure provides that a trust
or holding corporation, a combination that is organized for
the purpose merely of holding the stock of other corporations,
shall be permitted to deduct from its receipts or gross income
the dividends that have been paid upon the stock so held. I
was about to ask whether, in the judgment of the Senator
from Maryland, the holding of the capital stock of corpora-
tions, in order to vote that stock as a unit and thus control
the destinies of a great number of consolidated or concentrated
corporations, is a business, and would such corporation fall
within that term as used in this measure?

Mr. RAYNER. I have not the slightest doubt in my own
mind—I do not know what the Supreme Court would decide,

but I should like to argue that question before the Supreme
Court—that you could tax a business or an occupation.

Mr. CUMMINS, The amendment provides that any cor-
poration may deduct, as a part of its expenses in order to arrive
at its net income, the dividends that it has received from the
stock of other corporations; and I was rather curious to have
the Senator’s idea as to whether that kind of a corporation
was doing business at all or not.

Mr. RAYNER. Mr. President, then evidently a holding cor-
poration is not taxed under this amendment at all. It is prac-
tically not taxed, is it?

Mr. CUMMINS. It is practically untaxed. That is one of
the great objections that I have to the amendment.

Mr. RAYNER. It ought to be taxed, ought it not?

Mr. CUMMINS. I think it ought to be.

Mr. RAYNER. And I am decidedly in favor of taxing it, and
I believe such a tax would be constitutional upon the privilege
of its being a holding corporation. I think it would not op-
erate as a double tax. I think it ought to be taxed. I agree
with the Senator from Iowa fully upon that point, legally and
otherwise.

Now, Mr. President, I come to the——

Mr. McCUMBER. Mr. President——

The VICE-PRESIDENT. Does the Senator from Maryland
yield to the Senator from North Dakota?

Mr. RAYNER. Certainly.

Mr. McCUMBER. Mr., President, the Senator from Mary-
land is dealing here with first principles, and I should like to
get down fo them in considering a case of this kind.

The Constitution, in its definition of a direct tax, certainly

includes within its meaning a tax on real estate; and a tax
levied upon real estate without the proper apportionment accord-
ing to population is invalid. The Supreme Court has also de-
cided that a tax upon the income of real estate is likewise
invalid. Now, I want to get right down to this proposition.
The Senator from Maryland states, and he states correctly,
that the Government has the power not only to tax the business
of a corporation, but to tax the business or voeation of the indi-
vidual as well; and I agree with him upon that. Suppose
that instead of taxing the income, say, from a farm—because
I want to get right down to real estate—you tax the business
of farming, and make the measure of the tax the net income
from that farm. Would such a law be constitutional?
- Mr. RAYNER. Mr. President, that is a very pertinent ques-
tion, but it is precisely the same question which the Senator
from Iowa [Mr. CumMiINs] asked. It involves a little different
phraseology, but it is a question of some importance.

Mr, McCUMBER. What I intended to get at, if the Senator
will permit me—— %

Mr. RAYNER. I understand. -

Mr. McCUMBER (continuing). Was whether or not, by
mere change of words, of phraseology, you can change the con-
struction that the court will place upon the act.

Mr. RAYNER. It appears you can do that to some extent.
Can we lay a tax upon farming? That is the question; and
that is a question that no Senator in this body can answer, and
no member-of the Supreme Court can answer until the question
is fully argued before it. Can you lay a tax upon professional
privileges? Can you lay a tax upon the privilege of practicing
medicine? Can you lay a tax upon the privilege of practicing
law? I think you ean. Then why can you not lay a tax upon
the privilege of farming? I think you can, and I absolutely be-
lieve that you can do so, but I do not want to venture any
opinion here unless I am sustained by the authority of the
Supreme Court. If the Senator from North Dakota wants my
judgment, if that judgment is worth anything, and were I sit-
ting in a case, I would say, “ Yes; you can tax that privilege,
and you can measure the amount of money which the farmer
makes out of his farm in just the way that you ecan measure
the lawyer’s privilege of practicing his profession by the amount
of fees that he makes, or the physician's right to follow his
occupation by the amount of fees that he charges.” I see no
difference between them.

Mr., McCUMBER. Then, if the Senator will pardon me, you
can make a general income law constitutional by a mere change
of phraseology, by saying that it is a tax upon the business, but
measured by the net income.

Mr. RAYNER. I am not in any wise responsible for the un-
fortunate decision of the Supreme Court of the United States in
the income-tax case. I do not believe in that decision; I have
always thought that that case ought again to be submitted to
the Supreme Court of the United States. I am not entirely
wedded to that income tax; I do not mean the paying of the
income tax; but the people of my State do not like the inquisi-
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torial system that accompanies the collection of that tax; but
I think that case ought again to go to the Supreme Court of the
United States. They overruled the decisions of a hundred years,
and they ought to be called upon to say now whether or not that
decision shall stand. It is an unsatisfactory decision. It is
that decision, and not my argument, that gives rise to this un-
fortunate distinetion; and I think the Senator from Iowa [Mr.
Cummins] and the Senator from North Dakota [Mr. McOCUMBER]
will agree with me on that proposition.

Mr., SUTHERLAND. Mr, President—

The VICE-PRESIDENT. Does the Senator from Maryland
yield to the Senator from Utah?

Mr. RAYNER. I do.

Mr. SUTHERLAND. Referring to the question which the
Senator from North Dakota [Mr. McCumeer] propounded, does
the Senator from Maryland think that the cultivation of a farm
bly l:h:? owner of that farm is a privilege? Is it not a natural
right

Mr. RAYNER. Is it a business?

Mr. SUTHERLAND. The practice of a profession may be
considered

Mr. RAYNER. I ask the Senator is it a business?

Mr. SUTHERLAND. I rather doubt whether it is a business.

Mr. RAYNER. If it is not a business, what is it? Is it an
employment? Is it an occupation?

Mr. SUTHERLAND. Let me answer the question in my own

way.

Mr. RAYNER. Certainly.

Mr. SUTHERLAND. Mr. President, I am very much in the
condition of the Senator from Maryland [Mr. Rayxer]. I am
somewhat in the fog as to just what the word * business”
really does mean; but it does not seem to me that the cultiva-
tion of a farm by the owner of a farm can be considered a priv-
ilege, and it occurs to me that it could hardly be considered a
business, although I suggest that latter proposition with some
hesitation.

Mr. CUMMINS. It is certainly a facility——

Mr. RAYNER. Now, Mr. President, let us see about that.
Let me call the attention of the Senator from Utah [Mr. SurH-
ERLAND], who, of course, is a very capable lawyer, to this lan-
guage of the Supreme Court in the income-tax case:

TWe have not commented on so much of it as bears on gains or profits
from business, privileges or employments, in view of the instances in
which taxation on business privileges or employments has assumed the
guise of an execise tax and been sustained as such.

What does that mean? I do mnot believe that the Senator
from Texas [Mr. Baicey] knows what that means, and, if he
does not, I am sure nobody else does. Nobody knows what that
means. I am not responsible for that. I think it would be a
most ridiculous thing to levy such a tax. Just as the Senator
from North Dakota says, you can not tax a man’s profits, and
you can not tax his farm; but you can tax the privilege, and
measure the privilege and value of profits to him. That seems
absurd ; but there is the case. What does it mean? I am not
responsible for the obiter dicta of the Supreme Court in that
case and for the illogical conclusion that it arrived at, with
great respect and deference to it.

Now, I am coming to the second proposition. I am going to
hurry, because I am coming to the last proposition, which is to
me the most important one of all. T want to get to the second
proposition, and there is not any doubt, I think, about this. The
Senator from Nevada raised the point, but I think that upon
further reflection there can not be any doubt in the mind of any
Senator that this is a uniform tax, because in the Knowlton
case the Supreme Court has held that a uniform tax means a
tax which is geographically uniform.

I want to call attention to what I think has been a mistake,
if I may be permitted to say so, which has been made upon the
other side of the Chamber. They have argued this whole case
as if it were under the fourteenth amendment. There is the
trouble. The fourteenth amendment does not operate on the
Government of the United States; the fourteenth amendment
operates on the States. While the States can not make an arbi-
irary discrimination as against the fourteenth amendment, there
is nothing on earth to prevent this Government from making an
arbitrary diserimination provided it maintains geographical uni-
formity; in other words, the Government can do what the
States can not do. I maintain that proposition here in this
body. The Government has interdicted the States from doing
what the Government itself can do.

The Government has said to the States, under this amend-
ment you can not make arbitrary distinetions, you ean not make
unfair classifications; but we can make arbitrary distinctions,
the Federal Government can make unfair discriminations, pro-
vided that we maintain a geographical uniformity; that is to

say, provided that the unjust classifications are maintained in
every State of the Union. That is the proposition here, and I
do not think any lawyer in this body will disagree with me,
There is a geographical uniformity, however arbitrary this dis-
tinction may be. It is an arbitrary thing to tax the profits
of a corporation and not to tax the profits of an individual; but

‘the Supreme Court has said that you can do that arbitrary

thing, provided that you do it with geographical uniformity
through the States. I shall not read that decision, because I
want to get through.

Mr., HEYBURN. Mr, President—

The VICE-PRESIDENT. Does the Senator from Maryland
yield to the Senator from Idaho?

Mr. RAYNER.- I do.

Mr. HEYBURN. Is it not true that, after the Federal Gov-
ernment has levied upon the States for their proportionate
share of taxation, the state law governs the method of collecting
it, and that we have no power whatever to say how it shall be
collected ?

Mr. RAYNER. That question is not within a thousand miles
of what I am talking about now.

Mr. HEYBURN. It is within at least a hundred miles——

Mr. RAYNER. It might be a good question, but it has no
relevancy at all to the guestion I am discussing.

Mr. HEYBURN. Mr. President——

The VICE-PRESIDENT. Does the Senator from Maryland
yield further to the Senator from Idaho?

Mr. RAYNER. Yes; but I am discussing three points; and
if the Senator will just ask me something in reference to the
geographieal uniformity point, and not get into the matter of
the collection of this tax, I will be very much obliged to him,
for I do not intend to discuss the collection feature.

Mr. HEYBURN. I shall not bother the Senator with further
interruptions. The interruption was a courteous one, and it
was directed to the expression that had last fallen from the
Senator’s lips; but inasmuch as he preferred to make a rather
sharp retort than to answer the question, I will leave it as he
has disposed of it.

Mr. RAYNER. I beg the Senator’s pardon. If the question
has any relevancy at all to this proposition, I wish he wonld
repeat it, and I will be glad to answer it.

Mr. HEYBURN. I am willing to let it stand as it is.

Mr. RAYNER. If the Senator declines to ask me the ques-
tion again, I must respectfully submit to him that it can have
very little relevancy to the proposition that T am discussing. I
have yielded again, because I want to throw light on this sub-
ject; and if the Senator has a question that relates to the ques-
tion of geographical uniformity, I will do my best to answer it,
and I will be obliged to the Senator if he will ask me the ques-
tion again.

Mr. HEYBURN. Mr. President, I think the Senator attempted
to dispose of my question so quickly that he did not engage in
any effort to comprehend it. The Senator had just referred to
the relation that the States and the General Government bore
to each other in enforcing this taxation, and I then submitted
the thought that occurred to me—which is pertinent—that we
have nothing to do with the manner in which the State per-
forms the function of collecting the tax; that the State may do
it regardless of any restrictions of the Constitution. The re-
strictions of the Constitution are out of the way when the edict
has gone forth from Congress to the States to send up so much
money.

Mr. RAYNER. Mr. President, I again submit, with great re-
spect, that that has nothing whatever in the world to do with
the proposition which I am discussing. I say that very respect-
fully. The State does not collect this tax. The Government
collects this tax. :

Mr. HEYBURN. If the Senator will permit me, if this tax
is apportioned, the Government does not collect it at all; the
States collect it.

Mr. RAYNER. If it is apportioned?

Mr. HEYBURN. If it is a direct tax. ;

Mr. RAYNER. Oh, for mercy's sake, do not get into that.

Mr. HEYBURN. Then I will leave the Senator with his
eloguence to proceed without interruption.

Mr, RAYNER. Well, Mr. President, if this is a direet tax,
that is the end of the tax under the decision of the Supreme
Court. My whole proposition is based upon the foundation
that it is not a direct tax. If it is an apportionable tax, then
it comes within this unfortunate decision; and if it is an
apportionable tax or if it is a direct tax, what is the sense
of passing the amendment, I should like to ask the Senator
from Idaho? If the Senator from Idaho says that this is a
direct tax, that has to be apportioned, I should like to ask



4032

CONGRESSIONAL RECORD—SENATE.

JuLy 2,

him what is the use of passing the amendment, because such a
tax has to be apportioned, and as it is not apportioned in the
amendment, the amendment is unconstitutional.

Mr. HEYBURN. Well, the Senator had already undertaken
to define a direct and an indirect tax and to draw deductions
from the conditions that are presented here and to determine
whether or not this is a direct or an indirect tax,

Mr. RAYNER. The Senator from Idaho has evidently not
heard my argument at all. My argument is that this is an
excise tax and not a direet tax. '
~ I pass to the third point, Mr. President. The third point is
this—and it has given me some trouble, but I will finish it in a
very few moments: Is this amendment an attack or an in-
fringement upon the reserved rights of the States? That is
the point that is troubling the Senator from North Carolina
and some other Senators on this side. At first it gave me some
trouble, but after an examination of the cases the field is per-
fectly clear. Is this tax destructive of the powers of the
States? If it is, it is unconstitutional; if it is not, so far as
that proposition is concerned it is good. When we put a tax
upon @ business conducted under a state charter, does that so
far invade the functions of the State as to make this an in-
fringement upon the reserved rights of the State? I only want
one decision on that. I must confess I do not like the decision.
None of us on this side of the Chamber like it; but there it is;
and we can no longer battle with it. The junior Senator from
Jowa [Mr. Commins] adverted to it as a distinction between
excise and property rights, but I refer fo it for one sole pur-
pose, and that is to see how far this Government can lay a tax
upon franchises granted by a State. It is the case of the
Veazie Bank v. Fenno, in Eighth Wallace, page 547. It is only
a few lines. This was the case, as we all recollect, that laid
a tax of 10 per cent upon the circulation of State banks,

I am only quoting this case now for one purpose, and that is
in support of the third proposition that I have advanced—that
the proposed amendment is not an infringement upon the rights
of the States. Chief Justice Chase delivered the opinion of the
court. Mr. Justice Nelson and Mr. Justice Davis dissented.
It was argued as ably as any case ever was argued before the
Supreme Court of the United States, and, with great respect
to that illustrious tribunal, it was decided about as meagerly
as any case was ever decided by the Supreme Court of the
United States. There it is; and it has been recognized since
1869 in one case after another as the law of the land.

Is it—

Speaking of this tax—

Is it, then, a tax on a franchise granted by a SBtate—

That is, on the circulation of banks chartered by the State—
B o Tnpelinent by tazstion. mkat be held:to ave. 5o
authority to lay and colleet?

That is where the law stands. I do not know what the
opinion of the Senator from Texas [Mr. BArLeEy] is upon that
point. Perhaps he differs with me upon it. He may think,
perhaps, that the Government has a right to lay a tax upon a
franchise granted by a State. I do not think so. I find nothing
further to aid me in arriving at a conclusion upon that matter
except this ambiguous language of the Supreme Court:

We do not say that there may not be such a tax.

Mr. BAILEY. Mr. President

The VICE-PRESIDENT. Does the Senator from Maryland
yield to the Senator from Texas?

Mr. RAYNER. Certainly.

Mr, BAILEY. I think the distinction is a clear one. I think
it is obviously beyond the power of Congress to lay a tax on
any franchise granted by a State to execute any function of
the State. I think it is equally clear that Congress has power
to tax any franchise granted by a State which bears no rela-
‘tion to a public function.

Mr. RAYNER. That is correct.

Mr. BAILEY. And I think that distinetion is made in the
very case to which the Senator has referred.

Mr. RAYNER. Then the Senator from Texas and myself
absolutely and entirely agree. The proposition could not have
been stated better and plainer than the Senator from Texas
has stated it; and that is the language of the authorities.

Mr. CUMMINS. Mr. President——

The VICE-PRESIDENT. Does the Senator from Maryland
yield to the Senator from Towa?

Mr. RAYNER. Certainly.

Mr. CUMMINS. Mr. President, without differing from the
statement of the Senator from Texas [Mr. BaiLey], I suppose
that it will be admitted that the rights of the States and of the
United States are mutual in this respect.

Mr. RAYNER. That is correct.

Mr. CUMMINS. That is to say, the States have the same
right to tax a franchise granted by the Federal Government
that the Federal Government has to tax a franchise granted by
the States.

Mr. RAYNER. That is right.

Mr, CUMMINS. And the very latest exposition of that sub-
ject, in so far as I know, is found in the case of California v.
Pacific Railroad Company, in One hundred and twenty-seventh
United States. ]

Mr. RAYNER. I am going to advert to that case in a mo-
ment, if the Senator will allow me,

Mr., CUMMINS, But with that understanding and with the
definition as modified by the decision of the Supreme Court, I
am in entire concurrence with the Senator from Texas.

Mr, RAYNER. I mean to say that when the Supreme Court
throws a doubt upon it, they throw doubt upon a proposition
that I never had any doubt about; and that is, you can not tax
a direct function or agency of a state government necessary to
carry out state powers, but that in levying a tax upon the busi-
ness of a corporation of this sort you do not tax directly the
functions or the powers of the state government, Let me
read——

Mr. SUTHERLAND. Mr. President——

The VICE-PRESIDENT. Does the Senator from Maryland
yield to the Senator from Utah?

Mr. RAYNER. I yield.

Mr. SUTHERLAND. Does not the Senator also find Support
for his position in the case of Knowlton v. Moore? 1 will not
call his attention to the case if he has any intention of refer-
ring to it.

Mr. RAYNER. The case of Knowlton v. Moore was the
Spanish war inheritance-tax case.

Mr. SUTHERLAND. Precisely.

Mr. RAYNER. And the court decided that there must be
geographical uniformity, and that the case did not come under
the income-tax provision. I am entirely familiar with that
case,

Mr. SUTHERLAND. In addition to that, the Supreme Court
in that case considered the question as to whether the tax was
valid, because the entire control of the devolution of inheritances
was under state authority. The court, in discussing that case,
if the Senator will permit me, uses this language; which, it
seems to me, is very apt to the point the Senator is now dis-
cussing :

But the fallacy which underlies the propositlon contended for is the
assumption that the tax on the transmission or receipt of property oc-
casioned by death is imposed on the exclusive power of the State to
regulate the devolution of property upon death. The thing forming the
universal subject of taxation upon which Inheritance and legacy taxes
}-::; is the transmission or receipt, and not the right existing to regu-

Mr. RAYNER. I recollect that language.

Mr, CUMMINS. May I interrupt the Senator just once more?

Mr. RAYNER. As often as the Senator pleases.

Mr, CUMMINS. Lest I might by some possibility be mis-
understood, let me say that the decision in the California case
rested, as the Senator will presently show, upon the tax levied
by the State of California upon the Central Paeific Railroad
Company. I want it thoroughly understood that my assent to
the doctrine announced by the Senator from Maryland, and sup-
ported by the Senator from Texas, is limited to the suggestion
that the franchise granted to the Central Pacific Railroad Com-
pany by the United States was such a franchise as could not be
interfered with by the State; and that the Central Pacific Rail-
road Company, in the performance of its business or duties, was
exercising such a funection of the Federal Government as re-
moved its franchise from interference upon the part of the
State by taxation or otherwise,

Mr, RAYNER., The Senator is perfectly right about that,

Mr. CUMMINS. And therefore the question must be de-
termined in each instance as it applies to a particular cor-
poration.

Mr. RAYNER. Let me finish this case, and let me examine
that line of cases. If I do not give them correctly, the Sena-
tor from Iowa will correct me. Just let me finish these few
lines from the case of the Veazie Bank v. Fenno, I think the
Senator is perfectly right in his construction of the cases, and
it is n most interesting point. The court say: ;

We do not say that there may not be such a tax. It may be ad-
mitted that the reserved rights of the States, such as the right to pass
laws, to give effect to laws through executive action, to admlnPﬂer
{ustlce through the courts, and to employ all necessary agencies for
egitimate purposes of state government, are not proper subjects of
the taxing fawer of Congress. But it can not be admitted that fran-

chises granted by a State are necessarily exempt from taxstion; for
franchises are property—
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I do not cite this case for that portion of it—
often very valuable and productive property; and when not conferred
for the purpose of giving effect to some reserved power of a Btate,
seem to ge as properly ogsects of taxation as any other property.

I am not prepared to say, without any further elucidation by
the court, that I would go as far as this. I will tell you what
has given me trouble.in this ease; and I should like to under-
stand from the Senator from New York whether he agrees
with me upon that point. I do not believe, if this was a tax
levied upon a charter, that it would be a good tax. I do not
think, if we were to pass a law here levying a federal tax upon
a state charter, upon the power of a State to grant a charter,
that that would be a valid tax, I do not know what the opin-
ion of the Senator from New York is upon that point. I draw
a clear distinetion between a tax levied upon the power of a
State to grant a corporate charter and a tax levied upon the
business of the corporation to which it grants the charter.

Mr. CUMMINS, I agree to that distinction.

Mr. RAYNER. The Senator from Iowa has all these points
under consideration, and we come now—and I will dispose of
them in a moment—to just that line of cases, Let us look at
them a moment. The State can not invade the functions of
the Federal Government, and the Federal Government can not
invade the functions of the State. The Government has its
powers under the Constitution; the State has its reserved
rights, and it would have its reserved rights if the tenth amend-
ment had never been adopted. The tenth amendment never
conferred upon the States their reserved rights, because the
States possessed those reserved rights. All the tenth amend-
ment did was simply to confirm them; for the States had the
reserved rights without the confirmation.

A State can not tax the functions of the Federal Government,
I have here Judson on Taxation, a book written by an eminent
lawyer of Missouri, who was, I think, the colleague of Mr. Har-
mon. Strange to say, he is not related to him, but his last
name is Mr. Harmon’s first name. They were the gentlemen
that went out of the government cases, I think—Harmon and
Judson. But, at any rate, Mr. Judson is a distinguished lawyer,
and he wrote this book on taxation. I have looked at it, but
he does not give a full report of the cases,

One of these States taxed the franchise of the Pacific Rail-
road. The Supreme Court held that they had no right to tax
the franchise of the Pacific Railroad, because it was a govern-
ment franchise. One of the other States taxed the roadbed
and other property of the corporation. What did the Supreme
Court say? As I recollect, the Supreme Court said that the
first tax was unconstitutional and the second tax was consti-
tutional. Why? Because the tax upon the roadbed of a rail-
road, while it might ultimately destroy the governmental fran-
chise of the railroad, was nevertheless primarily a tax upon
the property of the road—though it might operate from a sec-
ondary point of view upon the franchise of the road, it was
valid.

I am satisfied in my own mind that this is not a tax upon
the franchises of a State. If it were, I should never stand here
and vote for it. I should lift my voice in a humble protest
against such a proposition as that, because, I want to say in
conclusion, I have always been what is known as a * States-
rights Democrat.” I am not ashamed of the title; I am proud
of it. I represent one of the original States that signed the
covenant, and it is that covenant that ties the Constitution
in the bonds of eternal unity. That covenant must be kept
sacred and imviolate. On that rock we stand. When that rock
disintegrates we perish. Every crumbling fragment of it im-
perils the Republic. And if during the time I have been in this
body I have accomplished no other purpose than that of
slightly impressing upon the rising generation that this cove-
nant must be kept intact in all its essential parts and that
the reserved rights of sovereign States must be kept inviolate
and unprofaned, then I am satisfied with that accomplish-
ment, if I shall never receive another honor at the hands of my
countrymen.

Mr. BRANDEGEE. Mr. President, I was called from the
Chamber and returned only in time to hear the Senator state
that the Government can not tax a franchise granted by a
State, but can tax the right to do business under that franchise.
I should like to ask the Senatér if he can distinguish those two
things, with this in view: I had supposed that the franchise is
simply the right to transact the business, and I should like to
have him draw the distinctlon between those two things.

Mr. RAYNER. Of course, I had no case in mind except the
Fenno case; but I will state my view. I am not sitting in this
matter as a judge. I may be mistaken. What are our opinions
worth? No one knows what the Supreme Court of the United
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States is going to decide upon questions of this sort. If you
levy a tax on the charter, if you say here that you will tax
every charter granted by every State to every corporation, I
do not think that would be a good tax. That is my opinion; I
do not know. I will state my own judgment. I may be wrong;
and I should like to hear the opinions of the Senator from Con-
necticut and other Senators.

If the Senate committee’'s amendment had been that the
Government lay a tax of 2 per cent upon every charter granted
by every State, and measured it by the amount of its capital
stock, but laid it upon the charter, upon the right of the State
to grant that charter—in other words, if the corporation could
not go into existence, not simply into operation, but could not
go into existence; if the government tax was a condition prece-
dent that had to be complied with before the charter of the
State was valid, I should hold that to be clearly an unconstitu-
tional tax. And to a discriminating mind the proposition is
plain that there is a difference between a tax of this sort and
a tax levied upon the business of a corporation, to be collected
under penalty, and not by forfeiture of its charter, after the
corporation goes into existence.

Mr. BRANDEGEE. Of course I did not mean, Mr. President,
that the Senator should prophesy what the court would decide.
I meant to ask how he would distinguish the two cases in his
own mind.

Mr. RAYNER. That is the distinction that lies in my mind.

Mr. BRANDEGEE. Let me ask this question: When the
Senator stated that the Government could not tax a charter
granted by a State, did he mean that it could not tax it in the
hands of the State, or in the hands of the recipient of the
charter?

Mr. RAYNER. In the hands of the recipient.

Mr, BRANDEGEE. If the Senator means that, I entirely
fail to see how he distingunishes between the right of the Gov-
ernment to tax the charter, which is nothing but the right
to do business, and the right of the Government to tax the right
to do business.

Mr. RAYNER. One is a forfeiture of the charter and the
other is not.

One forfeits the charter upon a condition precedent; the other
collects a penalty upon failure to comply with a condition sub-
sequent. That is the best way I can put it professionally to the
Senator from Connecticut. The Senator from Connecticut
understands, and the Senator from New York will fully appre-
ciate, the difference between conditions precedent and condi-
tions subsequent. One says to the State: “ You can not give
this charter unless the recipient of your bounty pays a tax.”
The other says to the corporation: “After you go into business
you must pay a tax upon your operations to the Government:
otherwise we will make you do it under a penalty of the law.”

Mr. BRANDEGEE. But, Mr. President, suppose the Gov-
ernment attempts to impose the tax upon the charter after it
has been accepted, and there is no condition precedent about it?

Mr, RAYNER. I am not prepared to say what would be the
result if, after the charter had been granted, the act read that
the tax should be imposed upon. I am not prepared to pass
upon that hypothetical question. These are all hypothetical
questions., What do our opinions amount to? If the tax were
placed upon the charter after the charter had been granted,
measured by the net gains of the corporation, I am not pre-
pared to say whether or not that would not still come within
the exception of the Income Tax case.

Mr. CUMMINS. Mr. President——

The PRESIDING OFFICER (Mr. Keax in the chair). Does
the Senator yield?

Mr. BRANDEGEE. Mr. President, I was simply going to
observe that it seems to me that is just what is attempted to
be done in this case,

Mr. RAYNER. Not at all. This is a tax upon the business
privilege of a corporation; and the tax is to be measured by
the net gains of the corporation. It is upon the business privi-
lege of the corporation; and, as the Senator from Towa said
over and over again, you can place such a tax upon the busi-
ness of an individual. There is not a particle of difference be-
tween the two. =

Mr. CUMMINS. Precisely.

Mr. RAYNER. You can not make any distinction; you have
a perfect right to do with an individual what you ecan do with
a corporation.

Mr. CUMMINS. Mr. President——

The PRESIDING OFFICER. Does the Senator from Mary-
land yield to the Senator from Iowa?

Mr. RAYNER. I have finished, Mr. President. I yield the
floor.
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. Mr. CUMMINS. I hope the Senator from Maryland will not
yield the floor for just a moment, because I think it will help
him to apply the principle he has announced if I read the law
upon which the California case arose.

Mr. RAYNER. There is one thing, Mr. President, that I want
distinetly understood. I do not want any mistake about it, pub-
licly or privately. That is, I am only trying to justify my vote.
I do not like this amendment at all. I am going to vote for the
income tax, and I am going to give it all the earnest, sincere,
and zealous support that I can. I think it is an honest and a
fair tax. I am simply justifying my vote when I am driven to
the wall and compelled either to vote for this or to vote for
nothing. And that is the reason I have made this argument here
to-day.

Mr. CUMMINS. I think I understand fully the position of
the Senator from Maryland. But we have reached an interest-
ing question of law here. I do not rise to deliver an address,
because I intend presently to make some observations upon the
address of the Senator from New York. But before the Senator
from Maryland abandons the floor I want him to know specif-
ically just what the law was in the California case; for I know
he will then be able to apply the principle so that we can easily
see the distinction which is sought to be made.

In California, as in many States, the taxes are assessed gen-
erally through local officers; but railways and the like are
assessed by a state tribunal; and that is probably distributed
through the various counties. This is the law:

The franchise, roadway, roadbed, rails, and rolling stock of all rail-
roads operated in more than one county in this State shall be assessed
by the state board of equalization as hereinafter provided for. Other
franchises, if granted by the authorities of a county, city, or city and
county, must be asses in the county, ecity, or city and county within
which they were granted.

Under that statute the state board of equalization assessed
the Southern Pacifie Railway Company, or the property of the
Southern Pacific Railway Company. The Supreme Court of the
United States held that to be unconstitutional because the State
had no power to assess the franchise of the Southern Pacific
Railway Company, which is, of course, its right to do business
as a railway company. ,

Mr. ROOT. Mr. President, I think proper respect for the
gentlemen who have engaged in the discussion of the precise
language of the first paragraph of this measure this morning
should lead me to say a word regarding the origin of that
language and the scheme of the draftsmen in phrasing the bill
as they did. I think it will be seen that it is not a question
whether the particular words used are the best words, whether
“for" or “upon” are better words than “ with respect to.” I
think it will be seen that there can not be any such ques-
tion here.

Senators will recall the words which have often been read
here as used by the Supreme Court in the Income Tax cases.
The Supreme Court said:

We have considered the act only in respect of the tax on income
derived from real estate and from invested property, and have
not commented on so much of it as bears on or profits from
business, prl;lulgﬁs, or employments, in view of the instances in which
taxation on ess, privileges, or employments has assumed the guise
of an excise tax and been sustained as such.

Out of that language plainly grew the provisions of the aect
of 1898, the war-revenue act. The income-tax decision was ren-
dered late in 1894 or early in 1895. I think the argument of
the first case was in December, 1894, and the decision of the
second was in the spring of 1895. Three years after that, when
Congress came to draft the war-revenue act, it took advantage
of the opening thus exhibited by the Supreme Court in the
paragraph I have read and drew the clause imposing a tax
upon companies doing the business of refining petroleum, of
refining sugar, and so forth. :

The measure which is before us reproduces, ipsissimis verbis,
the words of the war-revenue act imposing duties upon com-
panies engaged in refining sugar—that is, so far as the descrip-
tion of the imposition of the tax went as an excise tax. Those
words were:

That every person, firm, corporation, or company e on or
doing the business of refining troleum, or refining sugar, or owning
or controlling any pipe line for tranzs&ortlng oil or ether produets,
whose gross annual receipts exceed § ,000, shall be nubjec? to pay
annually a special exeise tax equivalent to one-quarter of 1 per cent
on the gross amount of all receipts of such persons.

And so forth.

It will be perceived that there Congress does not say any-
thing about what the tax is imposed on. It does not say it is
a tax for anything or a tax upon anything. It says that the
persons and corporations engaged in doing a particular business
shall be subject to pay—— p

Mr, BRANDEGEE. Mr. President——

Mr. ROOT. Will the Senator permit me to finish first? Then
I will yield.

Mr. BRANDEGEE. Certainly.

Mr., ROOT. The act says that the persons and corporations
engaged in doing a particular business shall be subject to pay
a special excise tax equivalent to one-quarter of 1 per cent
upon receipts. That language & reproduced in this measure.
It is:

That every corporation * * * organized for profit and having
a capital stock represented by shares, and every insurance com-
gmr ol e engnged in business in any State or Territory of the

nited States * .

shall be subject to pay annually a special
:;cm tax * * * equivalent to 2 per cent upon the entire net
come.

There is added to that language another expression, quite
superfluous it may be, but an expression taken from the lan-

guage of the court used in deseribing the character of the tax °-

which was imposed by the war-revenue act. -And that language
of the court is: .
i a -

ST dnly B Pespoce 1" he chising O o Woing e’ busineds o
refining sugar.

That language is put into this measure, being added to the
language of the war-revenue act which was passed upon by the
Supreme Court in the Spreckels case. So that we have here
the language of the act which the Supreme Court passed on in
the Spreckels case; and we have, added to the language of that
act, our legislative declaration that the tax is of the character
which the Supreme Court declared the tax in the Spreckels
case to be.

I think that this language which we have added, “ with re-
spect to the earrying on or doing business by such corporation,
joint-stock eompany, or association,” is, perhaps, superfluous.
I think it is probably unnecessary to the perfection of the act,
but I think it does strengthen the act. I think it does obviate
the possibility that any court should ever have any doubt that .
Congress meant this to be exactly what the court in the Spreck-
els case said the tax was:

Clearly the tax is not imposed uwpon gross annual receipts as prop-
erty, but only in respect of the carrying on or doing the business.

For this reason, because of the origin of these two expres-
sions, the one embodying the language of the statute passed
upon in the Spreckels ease and the other embodying the lan-
guage of the Supreme Court in describing the character of the
tax in the Spreckels case, the question before us is not one
of changing words. If that were done, the whole purpose, the
whole object with which the clauses are introduced, would be
lost. We should take those clauses as they are, or not take
them. We can leave out what the court said in the Spreckels
case; but if we put it in, we should put it in in the language of
the court, for to change it takes away all of the purpose of
employing any phrase at all

And as I think, Mr. President, that this clause adds an ele-
ment of strength, decreases the possibility of misunderstanding
of our purpose, and is a legitimate declaration of legislative
intent, following the judicial declaration of the intent of a
similar statute, it seems to me the wisest course for us to
pursue is to leave the measure as it was framed.

Mr. BRANDEGEE. Mr. President——

The PRESIDING OFFICER. Does the Senator from New
York yield to the Senator from Connecticut?

Mr. ROOT. Certainly.

Mr. BRANDEGEE. I have been trying to get an idea as to
whether this tax is imposed upon the corporation because it is
doing business, is imposed upon its business, or is imposed upon
the corporation. The Senator from New York has pointed out
very clearly what is evident to all—that the act does not say
“that a tax is hereby imposed upon a corporation,” or that it
“is hereby imposed upon a business” or “the transaction of
its business” or “its net income.” But it does say that “ every
corporation * * * shall be subject to pay * * * a
special excise tax with respect to the carrying on * * *
business.”

I can not conceive that that language means anything else
than “ because it is carrying on business.” I think the Sena-
tor from New York will agree with me that the tax is imposed
upon the corporation because it is doing business. He states
that the language “ with respect to the carrying on” of its busi-
ness may possibly be superfluous, as it seemed to me this
morning. I have no objection to the language if it is simply
descriptive, but my suggestion this morning was that I thought
it could be made perfectly evident that the tax is imposed on
the corporation because it is transacting the business it has been
chartered to perform.

Mr. CUMMINS. Mr. President, may I ask a question of

the Senator from Connecticut [Mr. BRANDEGEE] or the Senator
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from New York [Mr. Roor]? I have no great concern about
the precise words that are used here. I agree entirely with
the Senator from New York that it does not make any differ-
ence. The essential question is, “ What are you trying to do?"”
It is answered, “ He is trying to apply the principle of the
Spreckels case.”

Congress, in looking around for an object of taxation, believed
that those who were engaged in the business of refining oil
or that of refining sugar could well bear a tax, because, I as-
sume, of some peculiarities relating to those kinds of business.
1t therefore imposed a tax upon the business, or upon those
engaged in the business, of refining oil and refining sugar.

But let us see with respect to the present measure. Congress
does not in this case select any kind of business which it be-
lieves ought to bear a tax. It does not impose any tax upon
all the persons who are engaged in any kind of business. It
selects corporations or joint-stock companies, If I were sitting
as a judge, if I did not believe this to be a tax upon property,
I should hold it to be a tax on property or on income; and I
should sustain it as constitutional, because I believe it to be
constitutional. But if I were driven to the position of holding
it to be a tax on business, then I should be compelled to hold
it to be a tax upon the business of being a corporation—a tax
upon the business because it is carried on by a corporation;
not because the business has any peculiarities or characteristics
or is able to afford a revenue, but because it is conducted by
a corporation. And when we are driven to that point in the
argument the tax becomes one upon the franchise of the cor-
poration; and under the decision which I think is the last
expression of the Supreme Court upon the subject it becomes
unconstitutional, as is admitted on almost all hands.

I want to say that much in reply to the suggestions that
have been made here with regard to mere words. I do not be-
lieve it makes any difference what words we use, because the
court will, as it always has and as it always ought to, reach
in beneath the husk and discover the real purpose of Congress.

Mr. ELKINS. Mr. President, I should like to ask the Sen-
ator from New York just what the words “ with respect to the
carrying on or doing business” mean? I should like to put
that question to him. If he were a judge on the bench or
speaking as a distinguished Senator and able jurist, what would
he say those words meant? Ordinarily he would say: “ Why,
they are very clear.” But they are causing a great deal of
trouble in this discussion, and I should like to have the Senator
state what he thinks or knows they mean.

Mr. ROOT. Mr. President, I do not want to contribute to the
trouble. I think there is altogether an unnecessary amount of
trouble on the subject, and I do not think I can make the words
any clearer by any gloss or explanation of mine. I think we all
know what the carrying on of business means. I should despair
of trying to make it any clearer.

Mr. BACON. As the Senator is being interrogated as to the
meaning of these words, I should like to have his understanding
of certain words the construction of which are somewhat dounbt-
ful to my mind. A The Senator has quoted from the income-tax
decision this phrase from the Chief Justice which is quoted in
the Spreckels case. The Senator has read it. The first two
lines are these:

We have considered the act only in respect of the tax on income
derived from real estate and from invested personal property.

I should like to know what the Senator understands to be
the meaning of the words “ from invested personal property ”
in that connection? I want to say to the Senator, I am not ask-
ing the question simply from idle curiosity, but in view of some
other questions connected with this case which those words
might throw some light upon. I will say that I have never been
able to clearly understand what the court meant in that particu-
lar connection. Of course we all understand what invested
personal property is, but what classification did the Supreme
Court have in mind when it used in the connection *of an in-
come derived from real estate and from invested personal prop-
eny 91

Mr. ROOT. Mr. President, I think there is a clear line be-
tween the two kinds of treatment of personal property, and I
assume that the court had that line in mind. There may be,
first, an investment in personal property which is not used by
the investor, as to which he is passive,

The purchaser of bonds remains quiescent and receives the
interest from time to time as it accrues and is paid. The lender
of money upon bonds and mortgages does the same, and the
lender upon notes does the same. That kind of income which
is not associated with any activity or any use on the part of
the owner, I understand to be the income from invested personal
property which the court had in mind in the first part of the
clause, while on the other hand personal property is widely

used and must be widely used in the activities of life. The
workman uses his tools, the merchant his stock of goods, buy-
ing and selling and transporting, taking it from the place where
it is worth but little to the place where it is ready for the
uses of mankind. The great body of the business of life is done
by dealing with personal property on the basis of real prop-
erty; and that kind of investment, the ownership of the tools,
the implements, the materials used in the activities of business
lilfe, I understand to be the subject of the second part of the
clause.

There was the difference between the iwo that I think led
the court to say that they have considered only the tax on
incomes from invested personal property and had not com-
mented on so much of it as bears upon the gains or profits
from business privileges or employment.

Mr. BACON. Now, if the Senator will pardon me a moment,
we recognize that the general language “invested personal
property " would cover not only investments in bonds and
things of that kind, to which the Senator has alluded, but would
cover investments in all other kinds of personal property. If
I understand the Senator correctly, his idea is that the inten-
tion of the court was that that absolutely idle property, upon
which men live without effort by simply clipping coupons, was
intended by the law to be beyond the reach of Congress to tax,
whereas all the property which goes into the great activities of
life may be subjected to onerous taxation. Is that the view
of the Senator?

Mr. ROOT. I think, under the decision in the Pollock case,
the property which the Senator speaks of as idle, which is only
idle for the investor——

Mr. BACON. That is what I am speaking about.

Mr. ROOT. Of course, it is the representative of somebody
else’s activity, and I think it is protected against taxation now
according to the rule of apportionment, while the other, being
incidentally employed in connection with the business of life, is
subject to an excise tax or duty, whatever it may be called,
which is free from the rule of apportionment.

Mr. BACON. The result is that this property which is thus
represented by bonds is practically to be exempted for all time
from taxation, because if that interpretation is correct, bonds
could only be taxed through apportionment, and we know that
on account of conditions which have been explained here in
this argument taxation through apportionment is practically
impossible.

It will never be resorted to because of its gross inequality;

one section would be so much more taxed per capita than an-
other, and one particular locality so much more under direct
apportionment than it would be under an ad valorem. Then
the natural and necessary result is that the property which
I have denominated as idle property, and which I do not think
I have incorrectly denominated, is to be for all time exempted
from taxation, whereas the class of property which enters into
the great activities of life, and out of which our prosperity is
to be developed is the property which will be exelusively here-
after burdened with taxation.
I speak of the investment of bonds, and so forth, as the idle
property. In a sense, of course, it has been created by great
industry and great labor, but taxation at last falls upon the
man who owns the property, and the man who owns the bonds
and who is himself not engaged in the industry which produces
the interest out of which he lives is absolutely to escape, so
far as that particular investment is concerned, though he lives
upon ihe use of the labor of others. For myself I am not will-
ing to subscribe to any proposition which will lead us to so very
undesirable a result as that.

The PRESIDING OFFICER. The question is on agreeing to
the amendment offered by the Senator from Rhode Island [Mr.
ArpricH].

Mr. ELKINS. I will ask the Senator from New York, if he
is in charge of the measure, if 1 per cent would not be enough
instead of 27 I should like to have somebody answer as to
the amount of revenue that would be derived from 2 per cent
and the amount to be derived from 1 per cent. I do not see
any member of the committee here, and I should like to have
the Senator from New York state if any attention has been
drawn to the matter as to how much revenue would be produced
with 2 per cent and if we could do with 1 per cent.

Mr. ROOT. I took oceasion yesterday to make some remarks
upon the woeful lack of information that we have here at the
seat of government regarding the corporate interests and activi-
ties of our country. I think the question put by the Senator
from West Virginia served to enforce what I said. We ought
to have here definite, well-ascertained, and tested information
which will enable us to answer such questions, But we have
not. The best means by which we could get a result was by
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taking unofficial figures that had been published in wvarious
magazines and made up by gentlemen who are interested in the
subject, and the estimate which the President gave of $25,000,-
000 seemed to be a reasonable estimate. But there are so many
unknown quantities that it is not much more than a guess, and
no one can speak definitely.

Mr. ELKINS. I see the chairman of the committee is in the
Chamber now, and I will ask him the guestion that I put during
his absence to the Senator from New York. What amount of
revenue will 2 per cent bring, and could we not get on with
1 per cent? I think, outside of this amendment and without
resorting to special taxes at this time, there are other custom
and internal taxes that would raise all needed revenue.

Mr. ALDRICH., As the Senator from New York has just
said, it is very difficult to make any accurate estimate of the
revenue which would be derived from this tax. My own esti-
mate would be at least twice that of the President. I think it
will produce at least $50,000,000 per annum, and I am inclined
to think more than that. It is quite impossible, however, to
say just what revenue would be produced.

Of course, in response to the other question about 1 per cent,
the Senator from West Virginia realizes that my own estimate
of the amount of revenue to be produced by the measure itself,
with the changes that have been made in the Senate, is that we
shall have sufficient revenue without any additional taxes. 8o
it is impossible for me to say whether $25,000,000 or $50,000,000
additional should be required. Of course, for this fiscal year
there was a deficit outside of the canal of $60,000,000. I esti-
mate that there will be a deficit the next fiscal year of approxi-
mately $40,000,000. It is my impression that beyond that the
bill itself will take care of any expenses that are now in sight.
Of course, involved in that question is as to what the course of
COongress is to be with reference to expenditures. If we are to
enter upon a new era of extravagance or of enlarged extrava-
gance, no revenues that are now in sight will be sufficient to
meet the expenditures of the Government. If, as I hope and be-
lieve, we are to enter upon an era of intelligent economy, then
I believe that the revenues to be derived from the bill as it now
stands will be sufficient to meet all the expenditures of the
Government.

Mr, ELKINS. Just one more question, if the Senator will
allow me. With the other ways of raising revenue, placing
duties on many other products, would not 1 per cent be safe
under the Senator’s estimate, and he knows more, I think, about
this question than anybody connected with the making of this
bin?

Mr. ALDRICH. I should not be willing at this moment to
make an estimate of that kind or to state. I will say that I
am engaged in making some inquiries along several lines with a
view of making a more intelligent estimate, or approximate esti-
mate, of the income to be derived from this tax than I am now
able to make. I hope before the bill passes from the considera-
tion of the Senate to be able to state in a more definite form
an estimate of the revenue to be expected.

Mr. CUMMINS. Mr. President——

Mr. BRISTOW. Will the Senator from Towa yield to me for
a minute or two?

Mr. CUMMINS. I yield to the Senator from Kansas.

Mr. BRISTOW. Mr. President, I desire to read two letters
that I have and make some observations bearing upon the ques-
tion now before the Senate. A hardware merchant in the State
of Kansas writes me as follows:

We are a corporation, dolng business beslde a firm that does about
the same amount of business that we do. We will be taxed at the rate
of probably $1,000 per year, and our competitors will pay nothing.
am not sufficiently to discuss the constitutionality of such a
n;lmu{eabut certainly there is no equity nor justice in a measure of
this kin

I have also a letter from a gentleman engaged in the dry
goods business, and in that letter he says:

Is it fair and consistent with the American idea of fairness and a
% gquare deal ” to tax our net earnings—taxes which will come out of
the dividends to our stockholders, very miany of whom are men in very
moderate cireumstances and working every day for a living and the
support of their famllies—slmiﬂy because we are dolxﬁ business under
a charter, while a neighbor doing business as an individual or under a
copartnership is entirely free from d tax? And further, does the

roposition reach the very wealthiest citizens, such as Rockefeller and

ame%le, whose holdings are not in stocks of corporations, but in
bonds? * * *

We have
copartnership,
m%mndtlle bhusinemh‘ employing ‘ﬂi"‘f,ﬁ the “{.‘:ﬁﬁa catpltul :1.3201.u-selw1m;‘2

et under the pr W we wou com o per cen
g‘! our net earngugs, but they would pay nothing. Woulrtiey not as a
result of this very law bave an unduoe advan over us simply be-
cause we are conducting our business under a charter and t are not?

Yon may ask the guestion, Why are we, then, dolng business as a

ration ¥ Simp:!ty use it furnished a way for us to W BOme
of our employees of small means to become interested in the business
by allowing them to become shareholders. g

bors on either side of us, one dolng business as a
e other as a private individual. Both are engaged in

Now, Mr. President, I am told by the lawyers that the advan-
tage of doing business as a corporation is sufficient recompense
for this additional tax that is being imposed. I am sorry I can
not agree with the lawyers. I will not undertake to discuss the
constitutional questions involved, for I but poorly comprehend
the fine technical distinctions that are made here between the
different plans that are alleged to be constitutional and uncon-
stitutional; but I believe I do know that when two men are en-
gaged in identically the same business in the same community,
selling goods to the same people for practically the same prices,
under similar conditions, and one man prefers to do business
under a charter and let his employees share with him the profits
of that business, it is not right or just for the Government of
the United States to impose upon him a tax and relieve his com-
petitor, who may be doing business as an individual or copart-
nership, from that tax.

The Senator from New York [Mr. Roor] yesterday said that
an income tax wounld be unfairly distributed, because the States
of New York, Massachusetts, and some other of the eastern
States that are densely populated would have to pay a larger
share than western States. If the western Senators represent-
ing States in this body will think for a moment, they will con-
clude that an income tax on the incomes of individuals exceed-
ing $5,000 would raise more revenue for the Government from
the State of Kansas than this tax law, because there will be
more men who will pay it. It would then include the bondhold-
ers and those who have large fortunes that are not reached by
this tax, It would more equitably distribute the burden as to
population than this corporation tax.

Senators, it is not my purpose to discuss this guestion. I
have read from these letters and made these cobservations to
give the reasons why I do not intend to vote for the amend-
ment offered by the Senator from Rhode Island. I vote against
it becanse I believe it is unjust; that it is wrong; that it is
an wnequal tax; that it places burdens that are not equitable;
and I can not vote for it believing, as I do, that it would be
an injustice to many of my constituents.

Mr. DAVIS. Mr, President—

The PRESIDING OFFICER. Does the Senator from Towa
yield to the Senator from Arkansas?

Mr. CUMMINS. I yield to the Senator from Arkansas.

Mr. DAVIS. Mr. President, the correspondent of the Senatol
from Kansas [Mr. Bristow] seems to overlook the advantage
of a corporation over the private individual. While his twa
neighbors, one upon the right and one upon the left, engage in
a partnership and each as a private individual escapes the bur-
den of this taxation, he must remember that he escapes liability
for the debts of the copartnership except to the extent of his
stock.

I am opposed to the amendment of the Senator from Rhode
Island as a substitute for the income tax, but I shall vote for
it should the income tax fail—in other words, I choose the lesser
of the two evils. We find that the corporations of the country
are invading every avenue of business and trade. In my State
we have trust companies formed for the purpese of transacting
every kind and character of business. They administer upon
your estate; they are guardians for your children; they abso-
lutely carry their business to such an extent that it closes up
the avenue of every individual effort. The individual is en-
tirely destroyed and the law-made creature takes his place.
Whenever an individual seeks an opportunity for employment
or for business, he finds the door closed to him by the law-made
creature, the corporation.

My stand, Mr. President, is that if we can not tax all the
corporations, we should tax just as many of them as we can.
If you can not tax the big ones and the little ones, too, then tax
the little ones. Get them all, if you ecan; if you can not get
them all, get the biggest number that you can. That is my
principle. If we can have the income tax, let us have that.

I shall vote, first, against the amendment of the Senator from
Rhode Island as a substitute for the income tax; then, if it is
substituted, I shall vote for it as a substitute.

Mr. BACON. Mr. President——

The PRESIDING OFFICER. Does the Senator from Iowa

ield? Z
x Mr. CUMMINS. I yield. ;

The PRESIDING OFFICER. Does the Senator yield the
floor?

Mr. CUMMINS. I yield to the Senator from Georgia.

The PRESIDING OFFICER. Does the Senator yield the
floor? :
Mr. BACON.
Senator to yield.

Mr. CUMMINS. I am gquite willing to yield to the Senator
from Georgia for any purpose whatever.

As the guestion is raised, T will not ask the
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Mr. BACON. I am quite sure of that.
The PRESIDING OFFICER. The Senator from Iowa will

proceed.

Mr. CUMMINS. I suggest the absence of a quornm,

The PRESIDING OFFICER. The Secretary will call the
roll.

The Secretary called the roll, and the following Senators
answered to their names:

Aldrich Clark, Wyo. Gallinger Page
Bacon Crawfo Gamble Perkins
Borah Cullom ar Plles
Bourge gumﬁins gu elm ggg?er
Brande, urt eyburn

Briggs e Daniel Hughes Scott
Bristow Dayvis Johnson, N. Dak. Shively
Brown Depew Johnston, Ala. . Smoot
Bulkeley Dick Jones Sutherland
Burkett Dillingham Kean Taliaferro
Burnham Dixon Lorimer Taylor
Burrows Dolliver MeLaurin Warner
Burton Elkins AMoney Wetmore
Carter Fletcher Nelson

Chamberlain Flint Overman

Clapp Frye Owen

The VICE-PRESIDENT. Sixty-one Senators have answered
to their names. A quorum of the Senate is present.

Mr. BACON. Will the Senator from Iowa yield to me for
just a moment?

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Georgia?

Mr. CUMMINS. I yield fo the Senator from Georgia.

Mr. BACON. Mr. President, I desire to offer an amendment
to the amendment of the Senator from Rhode Island [Mr.
Arpricua]. I do not now ask that the question be decided
whether it ean be properly offered at this time; but I desire
to have the amendment read, and whenever it is in order I
shall offer it.

The VICE-PRESIDENT. The Senator from Georgia now
presents an amendment for information, to be read and printed
in the RECORD.

Mr. BACON. I do.

The VICE-PRESIDENT. The proposed amendment will be
stated.

The Secrerary. It is proposed to insert at the conclusion
of the first paragraph of section 4 of the amendment proposed
by Mr. ArpricH the following:

Provided, That the ;gro\'islons of this section shall not apply to any
corporation or association organized and operated for religious, charita-
ble, or educational pu es, no part of the profit of which nures to

the benefit of any private stockholder or individual, but all of the profit
of which is In good faith devoted to the said religlous, charitable, or

educational ur%ose.
Provided further, That the provisions of this section shall 111::1!’:“l g&;’)ly
n ns

to incorporations or associations of fraternal orders or or
designed and operated exclusively for mutual benefit or for the mutual
assistance of its members.
Provided further, That the provisions of this section shall not appl
to any insurance or other corporation or assoclation o an
rated exclusively for the mutual benefit of its members, in which
there are no joint-stock shares entitled to dividends or individual profit
to the holders thereof.
Provided further, That the provisions of this section shall not apply
to any corporation or assoclation designed and operated solely for mer-
cantile business the gross sales of which do not exceed $250,000 per

annum.

Mr. BACON. I want to make, with the permission of the Sen-
ate, the explanation that I have broken the amendment up into
several different provisos, so that they may be, if so desired,
separately voted upon; otherwise, if any of them should be
adopted, the amendment would have to be recast so as to make
it simply one proviso. The purpose of making several provisos
was, what I have indicated, that the Senate might pass upon
them separately.

Mr. CUMMINS. Mr. President, I have already sufficiently
taxed the patience of the Senate, I am sure; whether it be
directly or indirectly, it is not for me to say, but I ean not allow
this debate to come to a conclusion without saying a word with
respect to certain views advanced by the Senator from New
York [Mr. Roor]. It is to be very much regretted, I think, that
those views were not brought before the Senate when this
amendment was originally launched, for if they had been I
believe that the debate that has ensued would have been very
materially limited.

I care nothing about that charming chapter or recitation
respecting the genesis of this measure. I am a great deal more
concerned in its exodus than I am in its genesis. I have not
accused anyone nor shall I accuse anyone of inconsistency with
respect to its origin or to its progress. I have little concern
anyway about consistency. As I remember, Mr. Emerson once
said that consistency is the hobgoblin of small men and mean
minds; and I never pause to inguire whether the advoeate of
a particular measure has been consistent or inconsistent, for
I am always ready to assume that the position taken at the

time is taken at the suggestion of conscience and of judgment.
However, I do desire to review very briefly some of the argu-
ments which have been submitted. I say now if I am un-
molested I shall not occupy the time of the Senate more than
thirty minutes. Mark you, I do not forbid interruptions, for I
ghall receive them as they come; but if I am unmolested I shall
endeavor to conclude within the limit I have suggested.

The Senator from New York, in that delightful way of his—
and it is always a charm to listen to his words and to witness
the operation of his mind—expressed several objections to the
general income-tax amendment for which I stand. I do not in-
tend to take them all up, but I do intend to refer briefly to three
of them.

The first—and it seems to me the one which is nearest his
heart—related to the impropriety of passing a Iaw that chal-
lenged the decision of the Supreme Court; and he painted a
picture, from which we instinetively shrank as we looked upon
it, which in glowing colors seemed to portend a great eampaign
if the general income-tax law should find favor in Congress;
that it would be followed by a fierce, hot campaign among the
politicians or statesmen of the country in every State, and that
their thunders and their clamors would knoek at the door of the
Supreme Court for the purpose of overcoming the integrity and
stability of the members of that exalted tribumal; that the
newspapers would pour out their criticisms upon the law or
their plaudits upon the law; that those ecriticisms and those
plaudits would find their way into the chambers of the Supreme
Court and there assault the citadel of judicial virtue, and that
we would have the spectacle of this tribunal deciding a great
question of constitutional law under the influences thus aroused.

I compliment the Senator from New York upon the effective
way in which he painted this picture, but I am sure it is but
the product of his fancy. If we were to pass this law, the
United States would go quietly on; there would be no cam-
paign ; there would be no issue in political parties respecting it;
there would be no storm, but there would be calm everywhere;
and in the end, when the case reached the Supreme Court, it
would be presented in the dignified manner common to the
practice before that tribunal; and the judges, whose tenure of
office is secure, who are beyond the influence of the political
world, would decide the case according to the justice and the
reason of the law., There would not be, as I view it, a single
wave of unrest passing over the sea of our life or of our busi-
ness. Our confidence in this great tribunal would remain un-
impaired, because that confidence exists, notwithstanding our
knowledge that it may at times mistake the law, that it may at
times employ false reasoning, and that it may at times reach
unsound conclusions, I beg that you will put away the sug-
gestion that there is any impropriety in asking this tribunal
again to examine, again to determine, one of the most vital
powers conferred upon Congress by the Constitution of our
fathers ~

The Senator's next objection to the general income-tax amend-
ment was that it had a tendency fo array the East against
the West, especially that part of the income-tax provision which
exempted incomes not in excess of $5,000. Again, I believe he
did scant justice to the intelligence and the patriotism of the
American people. I believe that we are strong enough to rise
above these accidents in the distribution of wealth. It happens
that a great proportion of the accumulated wealth of the United
States lies within a narrow compass of our country geographiec-
ally; it happens that these vast and swollen fortunes, in which
many thinking men and many profound statesmen find a menace
to our institutions, lie in the eastern portion of our territory. It
is naturally so, because in the East is found the eradle of our
business, and the progress and the development of the West
are but the children of the activity and enterprise of the East.
There is no prejudice in the portion of the country from which
I come either against wealth, or against wealth because it finds
its home chiefly along the eastern border of our land. If, how-
ever, we are to tax wealth—if that be our purpose—we must
tax it where we find it. It can not be removed from the East
to the West; and if we are always to allow wealth to escape,
if we are to allow it to shifi, if you please, the burden that it
ought to bear in the affairs of government, because to tax it is
to impose burdens greater in the East than in the West, then
we will never tax wealth in proportion to its distribution.

The amendment for which the Senator from New York stands
at this moment will do measurably what he claims the general
income-tax amendment would do. It will rest more heavily
upon the East than the West; and so far and to the extent that
we tax wealth it must always so rest until we transfer—as I
hope we will some day—the scepter of financial power to the
Mississippi River Valley, and then I pledge you that its in-
habitants will not ask that wealth be exempted from taxation




4038

CONGRESSIONAL RECORD—SENATE.

JULY 2,

or from its burdens because it has found its home upon the
privivies of the western country.

The Senator's next objection was that the general income-tax
anmendment made no diserimination between earned and un-
earned incomes, I grant you that is a just criticism. The
Seoator from New York may recall my own view upon that
subject expressed to him personally. I believe that there should
be a diserimination between earned and unearned incomes. I
believe also that there should be graduated taxes on incomes;
but I found when I eame to ascertain the sentiment of Sena-
tors that these propositions seemed somewhat socialistic to
them, and therefore, desiring to create no further or greater
objection than was necessary and to secure an announcement
of the general principle, these modern, these intelligent concep-
tions of taxation were omitted from the measure as I intro-
duced it; but I will join the Senator from New York at any
time in putting into the law these clearly just provisions, these
discriminations between the income which is the result of the
work of the mind or the result of the immediate work of the
hand from the income that arises from long-invested capital.

DBut I dissent from the Senator from New York wholly in his
proposition that the plan of the committee accomplishes this
difference or this distinetion between earned and unearned in-
comes., You will remember that it was his proposition that a
tax upon the net incomes of corporations imposed a tax upon
unearned incomes rather than upon earned incomes, and ex-
empted that active, restless capital which constitutes the real
progress of our industrial and commereial world. I dissent
from that proposition. On the contrary, I believe that the tax
levied upon the net incomes of corporations taxes the very
capital and the very incomes that the Senator from New York
wias so desirous should escape the heavy hand of the Govern-
ment. I do not say that there is not some unearned income
taxed when you lay this burden upon the corporate income, for
there is some of this sort of invested capital taxed; but not so
greatly as the live, moving capital of the country, which con-
stitutes the real power and the real arm of commerce. Let us
see.

Any corporation that divides its investment into eapital de-
rived from bonds and from capital stock is a good illustration
of the point I am endeavoring to make. The men who invest
iheir money in bonds are the conservative men, the men who
do not want to share the vicissitudes and the dangers of
business, the men who are not willing to incur the risk and
hazards of an enterprise carried on for profit; and they, there-
fore, take the bonds of corporations. The income arising from
those bonds is the very sort of income which the Senator from
New York deciared, and declared very wisely and very truly,
should bear a tax and a heavy tax, or at least a heavier tax
than the incomes that arise from the sagacity and the business
shrewdness of the men who are engaged in the particular
enterprise. -

Let me now transfer my thought for a moment to the money
that is invested in the eapital stock. In our country, filled as it
is with little corporations, the men who invest their money in
the capital stock are the young, aggressive, energetic men.
They are the men who are doing the business of the country,
and they are investing in the eapital stock of corporations not
an accumulation of fortune, but their earnings, their salaries
from month to month and from year to year. Therefore it is
not true, as the Senator said, that this tax with respect to such
corporations divided itself along the eqguitable and the modern
and the intelligent lines which he so distinctly and clearly
pointed out.

But, not only =0, there is another kind of capital that is taxed
here, which I am sure the Senator from New York will see in a
moment ought net to be taxed under any such provision. I
menn the eapital of insurance companies. An insurance com-
pany—I refer now to the mutual insurance companies, and
nearly all insurance companies are mutual insurance com-
panies—has no money except that which is paid into it by its
policy holders—uot one penny. The tax that is sought to be
placed upon that eapital by this amendment is a tax upon the
premiums paid by policy holders, in order to do what? Either
to gather a fund which may support them in their old age or to
protect their families against want after the provider is gone.
Every dollar that this amendment extracts, or will extract,
from men who pay premiums for life insurance, for accident in-
surance, for fire insurance, is just so much more laid upon these
people, who, of all others, ought to be tenderly dealt with in
devising systems of taxation. Therefore I am not ready to
admit that the amendment offered by the Senator from Texas
and myself is subject to the criticism suggested by the Senator
from New York; and certainly I am not willing to admit that

the amendment for which he stands sponsor remedies the defect
8o pointed ount. :

I pass to my objections to the amendment, and I want to
record them just as emphatically as I can. I know that we are
making an issue in this measure. I know it is an issue which
will be fought out among the people of the United States. It
will never be settled until it is settled right, because we are
about to ignore the vital principles of organized soclety.

I am opposed to the measure reported by the committee be-
cause it discriminates unfairly and unjustly between the people
of the United States and because it lays its burdens, not upon
those who are able to bear them, but upon all who happen to be
shareholders in corporations, without regard to their ability to
pay or the extent of the property which they may have accumu-
lated. 1 am opposed to it because it serves the purposes of the
mighty corporations of the land. I have not heard that any of
them have lifted up their veices in opposition to this measure,
and they ought not to. Why? Because it is to take the place
of one which wonld net only tax the net incomes of the cor-
porations themselves, but would follow into the hands of the
rich and the great the fortunes which they have accumulated
either through individual or corporate enterprise.

I do not wonder that a man like Morgan is in favor of this
measure, for although his corporations will bear some part of
this taxation, his own vast fortune will be untouched. I do
not wonder that a man like Harriman should favor this meas-
ure rather than the general income tax; because the part of his
great fortune, which has been segregated from the corporations
in which he is interested, lies beyond the operation of this law.
I do not wonder that all these conspicuous examples of riches
and of financial power should favor this measure ; because while
it taxes some part of their investment in a corporate way, it
leaves untouched the very part that the American people are
most interested in reaching and subjecting to the power of
taxation. And the reason these great corporations are not pro-
testing against this measure is that they are all dominated and
controlled by the men who, by virtue of this substitution, will
escape the taxation that we seek to impose upon them by virtue
of the general income-tax law. It is a perfectly natural sup-
port; it is a perfectly natural approval. I am not criticising
the motives of anyone; I am simply analyzing a situation which
must be as obvious to the casual obsgerver as it is to the deepest
thinker,

I am opposed to this measure because it does not provide the
publicity which is recited here by some Senators as its greatest
merit. The Senator from New York [Mr. Roor] frankly elaimed
that the general income-tax law which we have proposed is
faulty because it allows the officers of the law to investigate
the affairs of corporations, and does not require them to secure
the explicit direction of the heads of the departments in Wash-
ington before they attempt to ascertain what the incomes of
these corporations are. I am in favor of publicity.

The measure we have proposed does not go far enough in
exposing to the public gaze the affairs of corporations, but the
committee amendment stops far short of ours. It will do no
good to secure information and hide it under the seal of some
officer in the Depa: _aent of the Treasury, or the Department of
Commerce and Labor, or the Department of the Interior, The
Government, if it desires to institute a suit for the violation of
one of its laws, has no trouble in discovering the evidence. It
never has had trouble. It never will find difficulty. It is not
in putting the Government in possession of this knowledge that
we find the greatest value of the instrument of publicity. I’ub-
licity means general knowledge. Publicity means the condem-
nation of public opinion visited upon a wrongdoer. That is the
value of making public the operations of the affairs of corpora-
tions—so that the men who control those corporations will be
restrained, because they do not want to fall under the con-
demnation of their fellow-men.

There is no force in organized society so strong as the desire
to stand well with our fellow-men. There are a great many
people who are willing to violate the law if they can violate it
without the knowledge of those whose confidence and whose
respect they hold dear. Therefore the publicity that any such
law ought to create, if it be a feature of the law at all, is a
publicity that will reach the minds and the knowledge of all
the people of the country, But this measure does not provide
that publicity. :

I am opposed to the substitute because it creates a rank,
grosg, indefensible diserimination between corporations them-
selves. It exempts from its operation the mutual savings banks
of New England, but embraces the mutual insurance companies
of the West, of which there are a very great number. I do not
say it was by design; I only know it is true. In New England
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a dozen men, or fewer, will associate themselves together for the
organization of a mutual savings bank, and invite the people in
all the country around to deposit their money in the bank. I
suppose the officers receive pay, but otherwise they receive no
profit from their connection with the institution.

Mr. BULKELEY. Mr. President——

The VICE-PRESIDENT. Does the Senator from Towa yield
to the Senator from Connecticut?

Mr. CUMMINS. I do.

Mr. BULKELEY. I merely wish to state to the Senator that
in New England it is not possible to organize a savings bank in
the way he suggests, except by a special charter. There is no
general law providing for the organization of savings banks.

Mr. CUMMINS. I do not regard that as a material point.
I only know that they can come together and in some fashion
or other organize a savings bank. It matters not to me whether
it is under a general law or whether it is under a special act of
the general asserhbly. The officers get no profit out of the enter-
prise, though I suppose some of them are paid reasonable sala-
ries. These banks are organized to give the people an opportu-
nity to deposit their money in a secure place, so that it can be
put out at interest, and so that the profits which arise upon their
deposits ean be distributed among them., That is the purpose of
the savings bank of New England.

What is the purpose of a mutual insurance company? Ex-
actly the same. It is organized so that a number of people,
who can not afford to carry the risks of life or the hazards of
the business in which they may be engaged, can deposit their
money in a secure place, so that it may be invested safely and
profitably, and then, when the event transpires, it can be dis-
tributed to those who are entitled to it.

I should like to know why it is thought proper in this meas-
ure to tax the payments on the part of members, or policy
holders, of mutual insurance companies and not tax the deposits
of the mutual savings banks? Mark you, I am not contending
for the taxation of the mutual savings banks. I can hardly
imagine a government so hard hearted and so insensible to the
natural relation of men and business as to impose an income
tax or a business tax upon the mutual savings bank. But my
wonder is that the same senfiment which exempted them did
not carry itself into the exemption of all other kinds of com-
panies or properties which bear practically the same relation
to the world as do the mutual savings banks.

Mr. GALLINGER. Mr., President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from New Hampshire?

Mr. CUMMINS. I do.

Mr. GALLINGER. I will ask the Senator precisely what
class of companies he has reference to. I think we have
mutual insurance companies in the East as well as in the West.
They are not peculiar to the West.

Mr. CUMMINS. Oh, no. I mentioned them only because
we have so many more of them in the West than are found in
the East. -

Mr, GALLINGER. I suppose the Senator means companies
organized by the Grange, we will say, as an illustration?

Mr. OUMMINS. No. In the city in which I live there are
probably 20 mutual insurance companies.

Mr, GALLINGER. Are they life or fire insurance companies?

Mr. CUMMINS. Some of them are life insurance companies,
some of them are fire insurance companies, and some of them
are accident insurance companies. There is no profit what-
soever derived from any of them. The officers receive fair sal-
aries, and every penny of the money that is collected from the
members of these mutual insurance companies is paid back in
some form or other to their members.

Mr. GALLINGER. Manifestly, then, that is an institution
that prevails to a much greater extent in the West than in the
East; and I shall certainly be very glad to join with the Senator
from Towa in having those companies exempted from the opera-
tions of the proposed law. :

Mr. CUMMINS. I am simply pointing out something of what
I conceive to be the inequalities and injustices of the law. I do
not regard that inequality and that injustice any greater or any
more worthy of criticism than the general discrimination be-
tween capital invested in shares and capital invested otherwise.
May I continue that thought for just a moment? In our State
there is hardly a county in which the farmers do not organize
what are known as “ county mutuals,” largely for protection
against fire. Under our law they are all organized for profit,
They are all mutual companies, and they organize in order to
emancipate themselves from what they belleve to be the domi-
nation or the extortion of the old-line fire insurance companies.

Mr. GALLINGER. They make assessments, I presume.

Mr. CUMMINS. Hvery dollar that is paid into one of these
companies will be taxed under this amendment. In the same
way, our farmers found that the great creamery companies of
the land were extorting from them unfair profits and paying
them unfair prices for their products. So they organized mutual
creamery companies; and all over our State such companies are
to be found. Again, we discovered that the elevator companies,
in combination with the railways, had monopolized the business
of buying grain, and that our farmers were at the mercy of the
companies which actually transported their product to the
market. Therefore they organized mutual elevator companies;
and all over our State are found such companies. Yet the money
Qistributed from time to time, and all the money that is paid
into such companies, barring the small expense of conducting
the companies themselves, will be taxed under this law.

I can not think that these things were in the contemplation
of the lawyers and the statesmen who drew this measure; but
they are inherent in it. When you begin to diseriminate, there
is no good place to stop; so the rule was made general. And I
repeat what I said yesterday or day before, that the general
clause bringing insurance companies into the “ income-tax law,”
as I call it, is unwise; for I know that there is mo part of the
capital employed -in the business of the United States that is
s0 heavily taxed as the money paid by the policy holders of in-
surance companies. And therefore these insurance companies
were excluded by the terms of the amendment proposed by the
Senator from Texas and myself.

It is all wrong. Without regard to the constitutionality of
the law, it is not founded in justjce, and it can not receive the
approval of the American people,

I have no sympathy with the suggestions made by the Sen-
ator from Arkansas. I hope they were not the sentiments that
animated the men who drew this amendment. I hope that they
were not engaged in simply a blind effort to punish corporations.
There are some corporations that ought to be punished ; but the
great mass of the corporations of the United States are as in-
nocent, and are as just, and are as upright as the individuals
who carry on business in the United States. They exist only
through severe and continued struggle in the great battle where
competition is the dominant weapon. It is not right to put
upon all these corporations, with their great variety of share-
holders—poor shareholders and rich shareholders, shareholders
who can pay and shareholders who can not pay—this burden
which is proposed, especially when it is now acknowledged upon
the floor of the Senate that when you are taxing business you
can tax individual business just as constitutionally as you can
tax corporate business. i

I hope that a better spirit will prevail in the Senate. I ap-
peal from Philip drunk to Philip sober. I hope there will be a
careful review of the principles upon which this measure is
founded before it is approved by the Senate.

I understand that by those who originally proposed the meas-
ure—and I accept the genesis and development recited by the
Senator from New York—nothing but the public good was
desired. Far be it from me to suggest that there was an ulte-
rior purpose or motive in the original conception of this meas-
ure. I know that it was in the mind of the President to find
some way in which a tax could be laid that would be in har-
mony with the decisions of the Supreme Court. But there is
a chapter of that development which must be forever closed,
and which would add something to the genesis of this meas-
ure—a chapter that would at least explain some of the ear-
nestness and some of the persistency with which I and some of
my colleagues have pursued the measure.

I want Senators to understand what they are about to do,
because the people of the country will understand that it is
the shareholders, little and big, who will pay this sum. They
will not know anything about excise taxes. They will never
stop to inquire whether this is a direct or an indirect tax. They
have no time and possibly no learning that will enable them to
inquire into the nice discriminations that have been so promi-
nently placed before the Senate this morning. They will know
just one thing, and that is that whereas their rich neighbors
who are not engaged in corporate enterprises pay no tax, they,
because they have endeavored to forward the progress and
speed the development of their country, and have taken shares
of stock in corporations of an almost infinite number of kinds,
have been selected, as it would seem, by the folly of their Gov-
ernment, to bear a burden which they ought not to bear, except
in company with others who are similarly situated.

But, Mr. President, I have reserved my most emphatic cbiec-
tion for the last. I object to and protest against this measure

because it not only recognizes if it does not legalize—and I
will not say that it does—the right of holding companies to
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gather together the stock of scores of other companies, and thus
create the thing we call a trust or a combination or a consolida-
tion, but it entirely or substantially exempts such a company
from taxation. It is monstrous, as it seems to me, when viewed
in the dispassionate moments of reflection.

I do not say there is here any authority for the organization
of a corporation to hold the stock of other corporations. I do
not think there is. But there is here a recognition that some
of the States may permit corporations to be organized for the
purpose of holding, or that do hold, the stock of other corpora-
tions. There are not many States in the Union in which cor-
porations can be organized for the purpose of holding the stock
of other corporations. I do not know that there are many
States in the Union in which that can be done; but I am not pre-
pared to assert that there is no State in which such authority
can not be given.

Mr. CULBERSON. Mr. President——

The VICE-PRESIDENT. Does the Senator from Iowa yield
to the Senator from Texas?

Mr. CUMMINS. I do.

Mr. CULBERSON. I will ask the Senator if the charter
of the Southern Pacific Company does not expressly authorize
it to hold the stock of other railroads? ¥

Mr. CUMMINS. I have not examined the charter in order to
advise myself; but of course that corporation was organized by
act of Congress.

Mr. CULBERSON.
tucky.

Mr. CUMMINS. The State of Kentucky? O, the Senator is
speaking of the Southern Pacific Company. It may be that
that is so. As I say, I am not sure. I suppose there are some
States under the laws of which companies of that kind can be
organized.

Mr. CULBERSON. I will state to the Senator from Iowa,
from recollection—I investigated the matter when I had the
honor to be the attorney-general of our State—that I found
that the Sounthern Pacific Company was organized by the State
of Kentucky, and aunthorized to own the stock of other com-
panies, particularly railroad companies, and it was prohibited
by the original charter from holding the stock of companies in
Kentucky. But subsequently the last matter was abrogated by
an amendment to the charter. I think, however, that the com-
pany is still expressly authorized by its charter to hold stock
in and operate other railroads.

Mr. CUMMINS. Mr. President, I accept the statement of
the Senator from Texas. I have no doubt it is true. It may
be that there are some States in which companies have been so
organized, or in which they may, under their statutes, be so
organized. I hope, however, there are but few of them, With-
out regard to that, it is ill advised, it is impolitic, it is wrong
for the Congress of the United States at least to recognize any
such corporation or any such law. And I protest against a
measure which gives to such corporations even the bare recog-
nition of their existence.

Mr. NEWLANDS rose.

Mr. CUMMINS. I yield to the Senator from Nevada.

Mr. NEWLANDS. I ecall the Senator’s attention to the fact
that the Northern Securities Company was organized for the
purpose, as I understand it, of holding the stocks of other cor-
porations; and I will also state that it has been quite customary
in the far West to relax the incorporation laws., It was found
that some of the Eastern States, such as New Jersey, were prac-
tically absorbing the incorporation of these concerns, and the
far Western States gradually relaxed their laws, so that many
of them now authorize the organization of holding companies.
‘Whether or not they are purely holding companies, I do not
know, but I am sure the practice has become quite general. I
quite agree with the Senator, however, in his condemnation of
the practice. :

Mr. CUMMINS. I recognize, Mr. President, that the Gen-
eral Government can not direct the policy of the States in this
respect, unless, possibly, the corporation is engaged in interstate
commerce or in some other wise brings itself within the regu-
latory power of the Constitution. My protest and objection are
based upon giving to any such corporation any standing in the
policy or in the law of the United States, no matter where it
is or how it was organized or who created it. I repeat that
there is not here given any right to exist; but the existence is
recognized, and more than that, the existence is subsidized as
well.

What is done? 1 want to read now from this provision. I
read from the second paragraph, which relates tfo the method
of ascertaining the net income of companies, that part of it

It was organized by the State of Ken-

which specifies those items which must be deducted from the
gross receipts in order to ascertain the net income:

Fifth. All amounts received by it within the year as dividends upon
stock of other corporations, joint stock companies or.associations, or
insurance companies subject to the tax hereby imposed.

I had hoped that Congress would never extend its recogni-
tion to this policy upon the part of any of our States, but inas-
much as swe can not destroy the policy by legislation let us
not attach a premium to it. Why is a company organized to
hold the stock of other companies? I will not pursue the mo-
tives of those who organize such companies, but sum them all
up by saying it is because they find it exceedingly profitable
to do so, because they can aggregate power in that way, pre-
serve unity in that way, direct and move great industrial forces
in that way. And yet this law takes a dollar that comes into
the hands of such a holding company, profitable as such com-
panies are, and beecause it has been taxed somewhere else it is
exempted from the operation and the tax of this statute.

Why do you not look at the money that comes into the hands
of an insurance company and find whether it has been once
taxed, and if you find it has exempt it? Why do you not look
at all the dollars that come into all the companies organized
under the statutes of our States and find whether they have
been taxed, and if they have exempt them from further burden?

I submit to you, Senators, that if yon pass this measure in
which you exempt the money that comes into the hands of the
trusts and the combinations that are created by holding com-
panies from taxation, you will already have condemned it, and
the people will simply hasten to register their verdiet upon it.
There is no reason why it should not be taxed again becaudse
the business, if that be a business, of a holding corporation is
just as valuable as the business of any other corporation. If
you are going to tax the business of the country, then tax it
equally, tax it fairly, and the people will applaud and support
lt]m law. But if you do not they will reject and repudiate the
aw.

I intended to say a word with regard to the legal aspects of
the measure. I dealt with it from this standpoint at very
great length in a former speech. I can only .recapitulate my
views with regard to the constitutionality of this measure, If
you will not think me filled with vanity, I can express my
opinions better by assuming that I am the judge before whom
it comes for interpretation and construction.

If this amendment came before me as a judge I would hold
that it was a tax upon the property of all the corporations of
the United States, a tax measured by the net incomes of all
these corporations, and I would hold that it is constitutional,
because I believe that Congress has the power to levy a tax
upon the income of these corporations; and therefore I, for
reasons which may be different from those which move others,
would hold this law, unjust as it is, to be constitutional.

But if I were compelled to go further and assume that this
did not lay a tax upon the property or the income of corpora-
tions and seek for some other construction or interpretation of
the statute, then I would hold that it is a tax upon the fran-
chise of the corporations, that it is a tax upon the business of
the corporations, simply beecause they are corporations, and I
am unable to distingnish a tax upon the business of a corpora-
tion simply because it is a corporation from a tax upon the
right of the corporation to do business. It may be that there
are minds here so keen and penetrating as to discern some dif-
ference betweefi those two things, but I can not. I grant that
Congress has the power to levy a tax on any business, upon any
occupation. I grant it has the power to levy a tax upon any
profession. But it has been the habit heretofore, when Con-
gress wanted to levy a tax on business, to specify the business
upon which the tax was to be laid. It has been supposed that
the business thus selected and segregated from other kinds of
business was a business that was peculiarly fit to be faxed as
Congress might direct. But when you group all the business
of the United States into one law, and simply say that there
shall be a tax laid upon all the business, then if you add to
that the statement that it is to be laid only on business done
by corporations of the country, you have in effect not levied a
tax upon business or upon the carrying on of business, but you
have levied a tax upon a corporation, upon the right, the priv-
ilege of a corporation to do business at all. That would be my
interpretation of this statute.

But I pass one step beyond. If it is true that this Is a tax
upon the business of corporations, and if it is true, as it is
everywhere admitted, that we can constitutionally tax the busi-
ness of the individual and the copartnership just as effectually
as we can tax the business of a corporation, answer me, Why
make the discrimination? Tell me why you segregate the busi-
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ness of corporations from the business of individuals and co-
partnerships. When you have answered me that question you
will have drifted again back, arguing in a circle, as these argu-
ments have been, mostly, to the proposition that you are taxing
the business of a corporation because it is a corporation and
because it is not an individual or a copartnership.

Senators, I do not believe that such a law will stand. I do
not mean that it will not stand the investigation of the courts.
I mean that it will not stand the criticism of the people, who
are above all courts and all legislatures and all other authori-
ties of the land.

In order to clearly make the point that I suggested when I
interrupted the Senator from Maryland, I wish to recur for a
moment to the case of California v, the Pacific Railroad Com-
pany. I have already stated the law under which this case
arose. I merely want to read one paragraph of it from the
opinion of the court with regard to the power of a State over
a franchise granted by the United States. ' On page 41 I find
the following:

In view of this description of the nature of a franchise, how can it
be possible that a franchise iranted by Congress can be subject to
taxation by a Btate without the consent of Long’esa? Taxation is a
burden, and may be laid so heavily as to destroy the thing taxed or ren-
der it valueless. As Chief Justice Marshall said in MecCulloch v. Mary-
land, *the power to tax involves the power to destroy.” Recollect
the fundamental principle that the Constitution, laws, and treaties o
the United States are the supreme law of the land, it seems to us almost
absurd to contend that a power given to a person or corporation by the
United States may be subj’?e%ted to taxation %(:.r a State, 1;‘he oOWer con-
ferred emanates from, and is a portion of, the power of the govern-
ment that confers it. To tax it is not only derogatory to the dig'n.it{;
but subversive of the powers of the government and repugnant to i
paramount sovereignty.

That statement of constitutional prineiple is supported by a
long list of authorities with which Senators, I have no doubt,
are familiar. It is admitted that the Federal Government has
no greater power over a franchise granted by a state govern-
ment than a state government has over a franchise granted by
the Federal Government, and therefore the principle laid down
in this decision is as pertinent and controlling in the matter
under discussion as it was in the case thus decided.

It may be that there is some virtue in the distinction pointed
out by the Senator from Texas [Mr. Battey] and the Senator
from Maryland [Mr. Ray~er]. I need not pursue that, because
the law that you now propose to enact rests with equal weight
upon the railway companies, upon gas companies, upon electric
light companies, upon street railway companies, and upon all
the other public or semipublic instrumentalities of the land.
Therefore if that decision be sound and if this measure does
levy tribute upon the franchise of such a corporation created by
the State, it will go down before the constitutional criticism
that will be leveled against it.

I hope, Mr. President, for the honor of our party, the good
name of a Congress which should desire always to do equity
between all the people, that this substitute will not be adopted.

Mr. HEYBURN. Mr. President, I desire but a moment the
attention of the Senate. When the parliamentary sitnation
affords the opportunity, it is my purpose to move to strike out
all after the word “ tax" on line 10 of the first page down to
and including the word “to” on the first line of the second
page and to insert the word “of ” preceding the numeral “2"
on line 1 of the second page. I make this statement now be-
cause the parliamentary situation that will confront us after
the adoption of the substitute for the amendment of the Sena-
tor from Texas sometimes moves rather rapidly. I intend to
vote for this substitute to the amendment of the Senator from
Texas beecause of the parliamentary situation that confronts us.
I then expect to vote against the adoption of this amendment
and for the adoption of the joint resolution to amend the Con-
?titution =0 as to confer power upon Congress to levy an income
ax.

Mr. HUGHES. Mr. President, I apprehend that few measures
have been presented to this body which have had presented in
their support such conflicting reasons for that support. We have
been told by one whose permission therefor was essential to its
introduection that he favored this amendment because it would
secure the defeat of an income-tax amendment. We have been
told by a distinguished Member of this body on this side this
morning that he believed this amendment to be dishonest and
unjust, and yet that he should vote for it; of course, not be-
cause it was dishonest and unjust, but notwithstanding it
possessed those objectionable qualities. The distinguished jun-
ior Senator from New York [Mr. Roor] has given us a most
interesting historical sketch of the genesis of this most im-
portant measure, demonstrating that he is for it, and intima-
ting that the President is for it, becaunse it is an income tax.

For my part, I must now oppose it, because it has the at-
tributes ascribed to it by the Senator from Maryland [Mr.

RaYNER], and for other reasons I believe that it is unjust. I
hesitate to apply to it the harsher language of being dishonest,
which was so emphatically attached to it by the Senator from
Maryland. I believe it is unjust, because it does not contain
the essential element of every fair and just tax—equality in
the burdens it imposes. It is not only unequal, but it is
avowedly, intentionally, and grossly unequal in matters of
wide extent and vast concern. I look upon it as being further
objectionable because it contains in its provisions an irritant
intended to excite the indignation of the people against it to the
end that it may be speedily repealed after it shall have served its
avowed purpose of preventing other and beneficent legislation.

I can not, therefore, under these circumstances bring myself
to advocate or favor a measure brought into this body for
the purpose of defeating beneficent legislation. I am averse
to accepting that which is in its nature maleficent because I
can not secure something which is beneficent. It is remarkable,
Myr. President, that in the genesis of this amendment which
has just been given us, a history half revealing and half con-
cealing the things which we would like to know, it is disclosed
that it grew out of the desire and announcement of the Presi-
dent of the United States that an income tax should be laid by
act of this Congress.

We have had guoted here as supporting or sustaining that
suggestion words of the President, which I called to the atten-
tion of this body some days ago, in which the President, in his
speech accepting the high honor of the nomination of his party
for the Presidency, declared that in order that a valid income-
tax law might be enacted a constitutional amendment was un-
necessary, and in which he further declared that an income-tax
law could and should be devised that would not be obnoxious
to the constitutional requirement as to direct taxes.

But the result here presented has been the most marvelous
transformation imaginable, because it would seem that the
President directed his learned Attorney-General to draw an
income tax, and he has written for us not an income tax as
distinet from an excise tax, if such a distinetien eould be main-
tained, but an excise tax, or at least a measure providing for a
tax thus labeled. It further seems that it is hoped and claimed
that by thus labeling the amendment, by the mere act of im-
posing upon it as its name “special excise tax,” there is es-
caped what would otherwise have been a fatal collision with the
Constitution as it is now construed by the Supreme Court.

Mr. RAYNER. Mr. President——

The VICE-PRESIDENT. Does the Senator from Colorado
yield to the Senator from Maryland?

Mr. HUGHES. Certainly.

Mr. RAYNER. I understand the Senator referred to the re-
mark I made about the measure being dishonest. I was speak-
ing of political dishonesty on account of the statement made by
the Senator from Rhode Island, that it was brought forward
just for the purpose of defeating the income tax. I had no
idea in my mind of any personal dishonesty, I will say to the
Senator.

Mr. HUGHES. I thoroughly understood'that such was the
meaning of the Senator from Maryland, that he had reference
to the inherent character of the amendment and the avowed
purpose with which it found-its way into this body.

But, Mr. President, this amendment, it is claimed, provides
for an excise tax, while it is asserted it isnot an income tax—if
those who contend that an income tax is not an excise tax could
be accurate in such a distinetion—which to me is inconceivable,
It is whatever it ig, and, if there is a difference, the one or the
other, not because it is labeled the one or the other, but be-
cause in its nature, in its substance, it is the one or the other.
I have no sympathy with that acuteness and astuteness which
plays fast and loose with the language of legislation with the
hope that by using one phrase you may accomplish a purpose
constitutionally, while by omitting a line or a phrase, the sub-
stance and real effect being identical, you come into inevitable
and unescapable collision with the Constitution itself.

I repeat, if this law be that which the President directed to
be drafted, an income tax, and it is laid upon—includes—all
incomes of every character, and from every source it is directly
and unmistakably in conflict with the decision in the Pollock
case, and there is no refinement of language, there is no sub-
tlety of thought, there is no ingenuity of expression that can
dull the edge of that clear, well-marked identification.

We are told that it is an excise tax laid upon something not
clearly defined or stated, and yet when we make inquiry here
in an honest desire to know the nature of this legislation and
clarifying amendments removing vagueness are suggested we
are warned that we must not lay the finger of irreverent
change upon the draft made in camera by a law officer of
this Government. Thus this legislative body is stripped of the
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power even to amend or make plain or definite or understand-
able the legislation which it is demanded it shall enact.

Mr., President, what has become of another great feature of
this Constitution which seems to have been lost sight of in that
suggestion? Do we still exist in three coequal departments?
Do we still have the legislative, judicial, and executive, co-
equal divisions of the Government, or is the legislative swal-
lowed up now by the executive? Have we reached the point
where the President directs the Attorney-General to draw a
law which Congress, without inguiry or change, must adopt
even if discussion should disclose faults and objectionable fea-
tures? Is it something of political sacrilege and insurgency
for the Senators of this body to ingquire into the meaning of
phrases and to endeavor to correct the errors which they
think they detect in the phraseology of this peculiar legislation?

Are we to believe that the Senators who announced that
proposition measured fully the force of what they were saying?
Here is where legislation should be enacted, fashioned out by the
hammer of argument upon the anvil of discussion. Here is
where men are to consider the language to be employed for the
purpose of ascertaining whether it embodies the meaning or
carries out the purpose of those enacting it or another purpose.
At the last, and only when freely, carefully, and intelligently
the legislative branch has completed its work does the Execu-
tive, who may suggest, but can not legislate, by his veto, if he
does not approve, condemn and make ineffectunl that which has
been sought to be done by us.

But we are told that it would be dangerous to remove a word
out of this carefully considered measure. In response to in-
quiries made by the senior Senator from Georgia [Mr. Bacox]
we were told that somebody, somewhere, but not in this body,
considered this and considered that important question, but
no one has revealed what was said in that consideration or by
whom or what the reasons were which resulted in the adoption
of this particular language, the inclusion of these provisions, the
exclusion of others, and we are asked to accept this recently in-
troduced amendment with no other disclosure than the fact that
some gentlemen have given some thought and study and consid-
eration to this measure, at their leisure or in haste, as the case
may have been ; that we must accept the language which they have
adopted and inquire no further. I do not believe if is in accord
with the spirit of this body—I know it is not in conformity with
the Constitution nor with the spirit of our imstitutions—to
accept ready-made legislation of this sort, under dictation, with-
out inquiry, without discussion, without liberty of amendment,
even though to proceed in the accustomed way means that we
must linger a while longer in this torture chamber where legis-
lation, it seems, is to be the result of physical exhaustion rather
than of mental consent to the laws which are proposed.

1 think it is legitimate, Mr. President, to inquire into the lan-
guage of the amendment, to learn whether there is a difference,
or but a seeming difference, this amendment and the
one it would displace, and whether there may not be lodged the
fatal seed of its own dissolution in the text of this proposed
law: so that when it shall have accomplished its purposes here,
it, too, shall meet the headsman in the Supreme Court and that
speedy death, which we are told will meet an income-tax law,
if it again enters those sacred precincts, Not knowing who
drafted it; not knowing when it was drafted ; not knowing how
nearly it approaches that draft, which, it is said, was borne to
the Ways and Means Commitiee of the House and which that
body rejected as not proper, in its judgment, for it to present or
which it deemed less efficient for the purpose they sought than
the law they made, yet we are asked to accept it blindly and un-
hesitatingly.

The inquiry is made as to what it is. I want to submit that,
if preambles have no effect in changing the substance and mean-
ing of the body of a law—and many times the Supreme Court
and every court in the land and every writer upon the subject
has so announced—is it not proper to inquire, then, may a
parenthetical expression introduced ostentatiously into the body
of the proposed law change its nature when all of the other
features of it which go to its substance and real meaning re-
main unchanged? !

I desire to call attention for a moment to the language which
is supposed to accomplish this purpose. It is said that these
various corporations named shall be subject to pay annually—
what?

A special excise tax with respect to the carrying on or doing business
by such corporation.

“With respect to the carrying on or doing business” not
ith respect to the business done or carried on by them. Yet
those who defend its constitutionality say that this is not a tax
on the privilege of doing business, the franchise from the State
authorizing it to do business; that it does not relate to the

nature of the business done; that it does not go to the charac-
ter of the occupation permitted or indulged in by those cor-
porations is clear; but that it is with respect to the carrying on
business or doing business; in other words, with respect to
being a corporation capable of transacting business or engaging
in it—the very thing which we have been told by those who
Jjustify the constitutionality of the law is not within the taxing
power of the Government as here attempted to be exercised.

I shall not undertake to state how, in my opinion, the law
may be upon that matter, but those who defend the proposition
tell us that it is not the very thing which the language sug-
gests it to be; that there is no right to tax the power conferred
by the State in the creation of the corporation to be, to exist, to
do business, which is its franchise, and that which gives it cor-
porate life.

The Senator from New York [Mr. Roor], in justifying this
itax as constitutional, and for that purpose attempting to dis-
tingunish it from the Bailey-Cummins amendment, in the
said that corporations possessed two powers that were of great
value. One was that of persistence in existence, and the other
was the exemption of stockholders from individual liability,
both of which gualities are the very creatures of the franchise
conferred by the State, are a part of the existence of the cor-
pomtio:! itself, and are no part of the business which they
conduct.

If this amendment had said “ upon the business of farming by
all corporations engaged in farming, upon all manufactures of
all corporations engaged in manufacturing, upon the business
of transportation companies conducted by corporations engaged
in transportation,” we would understand that it was intended to
be what is sometimes cilled an “ occupation tax ™ laid npon the oc-
cupation of conducting the business of transportation, the business
of farming, or the business of manufacturing ; but there is no such
thing as the business of being a corporation. Being a corporation
is not-a business, is not an occupation. We might as well say that
a man was engaged in the business of living, of existing, of be-
ing a man. The occupation is the employment, the business in
which he engages, the thing that he does, as conducting a com-
mercial or manufacturing enterprise. That is the business.
But when you talk about the business of being a corporation,
or the privilege of doing business as a corporation, you come
back, unless you juggle with words and play triflingly with
their meaning, to the proposition that the thing taxed is the
existence as or franchise of being a corporation, conferred only
by the State, carrying with it in the case of many of the most
important of the corporations in our State a function of the
State—the power of eminent domain, a part of the sovereignty
of the State itself, transferred to or vested in the corporations
there engaged in building ditches, railroads, and doing numer-
ous other businesses, with which we are quite familiar in the
West. It has been so held everywhere and at all times that this
is a power or a franchise conferred by the State out of its
own sovereignty, and it can not be taxed, so we are told here
by those who advocate the adoption of this amendment,

Mr. RAYNER. May I ask the Senator a question?

Mr. HUGHES. Certainly.

Mr, RAYNER. In the State of Colorado is the right of emi-
nent domain vested in any particular corporation, as the Sen-
ator claims, or is there a general law vesting that right in all
corporations?

Mr. HUGHES. By statutes providing for the creation of
these corporations named, and some others specially, the right
of eminent domain is given.

Mr. RAYNER. In those particular cases, but not generally?

Mr. HUGHES. The laws themselves are general, but the
corporations are of special nature. The requisite number, by
complying with the law, may create a corporation for that
special purpose or for that business. The law has, then, the
force of conferring the right of eminent domain.

Mr. RAYNER. Has every corporation in Colorado that

power?

Mr. HUGHES. No; only these of the character which I have
indicated.

Mr. RAYNER. But an overwhelming number of corporations
in Colorado have such power?

Mr. HUGHES. Not an overwhelming number of corpora-
tions, but in capitalization a large amount is represented by

created under these laws, which corporations have

that power. Our railroads have it, and there are many mil-
lions of dollars invested in them, represented by their stocks
and bonds. Our ditch companies may have this power, and
there are millions of dollars invested in them. I might go on
and call a list of such corporations and point out that their
power and their value is very materially the result of the pos-
session of the right of eminent domain.
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Mr. RAYNER. Take insurance companies in your States,
and I will ask, Have they that right?

Mr. HUGHES. They have not.

Mr., RAYNER. Mr. President, do commercial organizations
have the right of eminent domain

Mr. HUGHES. What does the Senator mean by “commer-
cial?’ Mercantile?

~Mr. RAYNER. Yes,

Mr. HUGHES. No, sir.

Mr. RAYNER. The same law, I should presume, would apply.

Mr, HUGHES. Not the law granting the power of eminent
domain. But, I repeat, the railroads, which have their millions
of outstanding stock and their millions of outstanding bonds,
upon which the interest is paid, though dividends may not be paid
upon the stock, have this power, and will pay nothing into the
coffers of the Nation as a result of this tax if it is levied, be-
canse of the earnings which are paid out in interest upon bonds;
and unless dividends are paid on stock, then not at all. I think
it is unnecessary here or anywhere to discuss the legal proposi-
tion that you may not write into a law a definition or a char-
acterization of the tax for which it provides, and thereby con-
vert it into that kind of a tax, when, if those words of charac-
terization were omitted from the law, the tax would be another
kind of tax,

Mr. RAYNER. Mr. President, did I understand the Senator
to say that the railroads would not be taxed?

Mr. HUGHES. I did not so say. They pay state taxes, but
I do not know of a railroad in Colorado now the bonds of which
would be taxed under the proposed amendment, and I do not
know of a railroad in Colorado that is not paying interest upon
its bonds, and I know that not all of the railroads in Colorado
are paying dividends, and I do not now recall a railroad, save
one, that has not a bonded debt as large as its stock capitaliza-
tion. Usually the stock and the bonds are issued for the prop-
erty of the company, and sometimes the par value of the bonds
secured upon the property is not received by the company issu-
ing the bonds.

Mr. RAYNER. Mr. President, in that connection, does not
the Senator think that we could levy a tax on the interest on
the bonds? f

Mr. HUGHES. I think so; but this amendment does not do
it. I am against the amendment to some extent because it
does not. Again, there is the fact that, in my humble judgment
as a lawyer, the authors of the amendment have not removed
any constitutional objections which could be urged against a
conceded and frankly presented income tax, and what are
therefore applicable to the tax provided for by this amend-
ment by writing “special excise tax" across the face of it.
I do not believe there is any necromantic power in legislation
which enables a legislature, by the brand which it puts upon a
law, to change its essential nature, It seems fo me that is
attempted by these words, to which such potency has been
attributed; for it is said, if they go out of the amendment,
although every feature of levying the tax and defining those
who shall pay it, of assessing and collecting it, and penalizing
disobedience of the provisions of the law remain there abso-
lutely as before, yet, if these words go out of the proposed law,
the result would be most dangerous and this omission would
bring the law into collision with the Constitution—would
annul it. My eclaim is that the effect of this insertion is only
to brand or label the law and to which resort might be had
in ease of doubt and uncertainty as to its character and mean-
ing, but which will not be permitted to change the unmistakable
substance of the law itself.

Mr. RAYNER. Let me ask the Senator this question: Sup-
pose, as I said before, we were to name specifically in this pro-
vision every corporation in the United States—of course that
would be an impossible task—but suppose we could sit down and
write a bill giving the names of all the corporations in the
United States, would that, under the Sugar Refining case, be an
excise tax?

Mr. HUGHES. If you levied it upon the businesswhich theydo?

Mr. RAYNER. No; just levied a tax on every corporation in
the United States, under the Sugar Refining case, would that be
an excise tax?

Mr, HUGHES. If upon the business, defining it, of these com-
panies, then I should say under that case it would be an excise
tax, but other important questions would arise under that case
and under the Constitution if that should be done.

Mr. RAYNER. Then, will the Senator explain why in this
case, without naming all the corporations specifically, but using

words which include them all, the tax would not be an excise
tax under that decision?

Mr. HUGHES. It is apparent that the business or occupa-
tion of the corporation is not the object sought to be reached by
this law as was attempted to be done by the peculiar and
guarded language of that act which the court construed in sus-
taining the validity of that particular act. I do not believe that
anyone who studies this amendment believes that it is the busi-
ness conducted which is sought to be taxed; but the incomes of
these corporations are in fact sought to be subjected to the tax,
while the language of the act is—

Mr. RAYNER. Mr. President——

Mr. HUGHES. That is what was said in the President's
message; that is what he said in his speech of acceptance;
that is what he told his Attorney-General to do—to draw an
income-tax law that would be consistent with the construction
of the Constitution; and that is what this is in its essence, in
my Jjudgment—an income tax, a tax upon all incomes from all
sources of the corporations enumerated.

Mr. RAYNER. Does the Senator think we can levy an in-
come tax upon the occupation of individuals?

Mr. HUGHES. An income tax?

Mr. RAYNER. Well, a tax upon the occupation, measured
by the income of the individual.

Mr. HUGHES. I presume you might measure it by what
you. chosge, if it was in reason, though I have never conceded
that omnipotent power of legislation to this body which I have
heard attributed to it here to-day, nor do I believe that it may
make black white and white black, which I believe Mr., Black-
stone once said was about the only impossible thing in the way
of legislative enactment by the British Parliament.

I do not believe that. I believe an act must be reasonable,
must have some justice in it, notwithstanding the requirement
as to uniformity in the Constitution may mot be specifically
applicable. I do not believe the Constitution has delegated to
the Federal Congress the right sweepingly and without limita-
tion to be unjust, iniquitous, and avowedly dishonest in the en-
actment of laws, I do not believe that; and there are courts
and writers who have challenged that suggestion, and, I think,
successfully. But when you ask me if Congress might levy a
tax upon an occupation, I say, “yes,” and they have done so
over and over again. If you ask me how they may measure it, I
say that is largely the subject of legislative discretion. If you
put to me an extreme case, and ask me if they may by some
unjust standard make it outrageously high, then I must re-
spond that you are using terms of characterization, and I will
have to inguire just what is meant and what, in fact, is done.
I do not otherwise know. I do not think it is necessary now to
go into the field of speculation upon that subject. But I turn
to deal with this proposed tax.

It is not by specific provision upon the business done by a
corporation. It is ealled a “ corporation tax." It is said to be
a tax upon corporations. We may then ask whether it is a tax
upon their existence or franchise to be corporations, or upon the
income which is derived from their various businesses and from
all their various sources of income. If I were left unaided by
anyone connected with the authorship of this document to go
to its language, as we ought always to be able to go, and from
it learn its meaning and find what was intended, I should con-
clude that when it said that all these corporations * shall be
subject to pay annually a special excise tax with respect to the
carrying on or doing business by such corporation * #* *
equivalent "—it does not say * measured by,” but “equivalent
to 2 per cent,” upon what? * Upon the entire net income over
and above $5,000 received by it from all sources during such
year, exclusive of ¥ certain eliminated amounts cut out for the
purpose of getting at the net result, I should say that it levied
a tax upon the income and measured it by a certain per cent
annually upon the income, less certain deductions, which are
permitted, and I believe I would then give a fair characteriza-
tion of its language and its purpose to the act. But if I should
know that those who drew it were aware that there was a con-
tention by one set of contestants that a law upon this subject
would be pronounced unconstitutional by the Supreme Court,
and by another that the Supreme Court would reverse a very
doubtful decigion rendered by it lacking all those elements of
positiveness which are convineing, and I should find this lan-
guage in the act, I should say that it was a device intended to
enable the court gracefully to sidestep an unpleasant task and
render a different decision without coming into that direct con-
flict with a former decision which would result if it confronted
the proposition directly and in perfect frankness,

Mr. RAYNER. Mr. President, does the Senator think this
amendment is unconstitutional?

Mr. HUGHES. I think it is constitutional if the Poliock
decision is not the final utterance of the Supreme Court upon
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an income-tax law; but if that decision is to stand in its full
force, I believe this amendment is just as obnoxious to the
opinion the court pronounced against the income tax of 1894
as that law was. I do not believe that in the point of attack
there is any difference in them. We are playing with words
when we say we are going to tax you, but we are going to make
it an excise tax; we are going to take every kind of income you
have, whether derived from your business or not, whether it be
a donation or from any other source, which comes into your
coffers, and which is not expended for certain purposes—we are
going to tax all your income—and then say this is a special
excise and not a direct, not an income, tax.

Mr. RAYNER. Did not the Supreme Court play with words
in the Spreckels case? As I recollect, one of the principal
gources of income there was from a wharf, The income was
not from ships of the sugar-refining company, but from  the
rental value of the dock where they received vessels. I think
that case is subject to eriticism decidedly, but the guestion was
whether the rental value of the wharf was taxable, and in that
decision the Supreme Court held that it was taxable. Is not
that right?

Mr. HUGHES. I do not exactly so understand. The Supreme
Court said in effect, in reaching its result, that the rentals
were 8o mixed up with the business that they were all part of
the profits of the refining business, and in some way could be
taxed without the levy being a direct tax and without being
directly involved in the Pollock case. That, in a general way,
without reviewing the reasoning and distinetion indulged in,
was the net result.

Mr. RAYNER. The Senator is mistaken about that. If he
will look at the ease, he will find that the court distinctly
stated that the rents received and the income derived from
the use of the wharves were to be deemed receipts from the
business of refining suogar, and, as part of the assets of the
company, became taxable. I think the decision is open to
criticism. I have sent for the decision.

Mr. HUGHES. I do not wish to get into the habit of criti-
cising the Supreme Court. I suggest that that is hardly good
form.

iMr. RAYNER. I think they are decidedly subject to eriti-
cism.

Mr. HUGHES. I believe, upon that point, Mr. President, that
fair, honest, and well-intentioned criticism of the decisions of
that great body, just as the same form of criticism of the work
of this body and of any other body of public men, is proper and
helpful and ought not to be frowned down or sought to be sup-
pressed. I wish also, in considering these decisions, to get at the
real matter decided, and from that ascertain what was really
passed upon by the court, and will not judge it by some chance
expression or from some word uttered by the way which was
not so fully considered as the ultimate result and the intended
conclusion with which the court was dealing, and which alone is
its decision and binding npon it. Chief Justice Marshall said
in a noted case that the court would not be bound, and was not
bound, by every expression it used in argument or by every state-
ment of law it made, but only by its direct decision upon some
question immediately before it for determination. He advised
in that opinion that the bar, the country, and the courts before
whom its decisions might be read should not be bound, for the
court itself was not, and others ought not to be bound, by lan-
guage thus used.

But, Mr. President, this draws me off from the matter which
1 was endeavoring to bring to the attention of the Senate, and
that is that in substance, in essence, there is no difference be-
tween a law which says that all corporations—I leave out per-
sons, now—shall be subject to an income tax of 2 per cent upon
all their incomes derived from all sources, less certain deduec-
tions, after having reached $5,000, and another law that says
all corporations shall be subject to a special excise tax in re-
spect to the business of being a corporation, to be assessed upon
all their income from all sources, less the very same identical
deductions up to the same sum. It is the substance of this thing
that we go to. Inthe Pollock case,and again in the Knowlton case,
the Supreme Court said, when an argument was made that in
certain features the law of 1804 levied an excise tax in charac-
ter, that they were not to be controlled by names, but would
ascertain the substance of the law, and that this substance
should determine whether it is in accordance with one conten-
tion or the other.

Therefore, when the Senator inquires whether, in my opinion,
this law is constitutional, I am confronted with something of
a dilemma. Still cherishing the belief, still entertaining the
opinion that the income tax of 1894 was constitutional, that
we are not forever foreclosed from inqguiry into that question

before the Supreme Court of the United States, I am compelled
to answer that the proposed corporation tax is constitutional;
but if, on the other hand, you inquire whether I believe if is
free from the objections which led the Supreme Court to hold
the income-tax law of 1894 unconstitutional, then I must reply
I can not so agree. It is therefore my opinion that unless
the Supreme Court shall take the position of holding an income-
tax law constitutional—abandons the direct-tax feature of its
decision—it can not sustain this amendment; and should we
adopt it, we have only abandoned a plain, direct way, to which
the adjectives used by the Senator from Maryland are not
applicable, for a devious course, which, if it finally reaches the
same goal, can be, by its indirection, of no service in securing
the result desired.

Mr. RAYNER. Mr. President, will the Senator permit me
further? He is very kind in allowing me to interrupt him,

Mr. HUGHES. I have no objection.

Mr. RAYNER. Has the Senator noticed particularly this
language in the Spreckels case? I suppose he has, The Spreck-
els case was decided by Mr. Justice Harlan, who delivered one
of the dissenting opinions in the income-tax ecase, and this re-
affirms that portion of the income-tax case. This is what Mr.
Justice Harlan, delivering the opinion in the Spreckels case, says
of the income-tax case, in which, as I have said, he was one of
the dissenting judges:

For, in the opinion on the rehearing of the income-tax cases, the Chief
Justice said:

“ We have considered the act only in respect of the tax on income
derived from real estate and from invested personal property, and have
not commented on so much of it as bears on gains or profits from busi-
ness, privileges, or cm){!o}mnts, in view of the instances in which taxa-
tion on ess, privileges, or employments has assumed the guise of
an excise tax and been sustained as such.”

Mr. HUGHES. I noted that language. It struck me like
one of the ancient riddles which led men to go traveling to the
temples in the desert, in order to have some goddess or guardian
of the fires there reveal the meaning of it.

Mr. RAYNER. But it is a riddle that has been proposed by
the justice who delivered one of the dissenting opinions in the
Income Tax case, and who was the strongest man on the bench
in favor of the constitutionality of that tax.

Mr. HUGHES. Then I submit he should have gone one sen-
tence further, and should have answered the riddle he pro-
pounded and which no one else can authoritatively answer.

But I find nothing disturbing in the citation of that expres-
sion, It has been one of the admired attributes of the great
men who sit upon that bench to gracefully bow to the decisions
of the court, even when they are not in accord with their own
judgments. They have again and again enforced, even to an
extent to which perhaps others might have hesitated to go, the
decisions against which they have fought, because they yield
their individual opinions, without changing them, to the law
as expressed by the court, and then administer that law, but
not necessarily accepting it as correct or changing the views
which they hold with reference to it. But this statute is not
the statute considered in the Spreckels case, and does not con-
tain the element which wag construed into a saving difference
between it and the act of 1894.

I do not understand that there is anything in the expression
quoted by the Senator from Maryland that would make that
excise which was before direct or make that direct which
was before excise in its nature or that prevents the income tax
here presented by the Bailey-Cummins amendment from being
an excise tax. In fact, that decision has been most powerfully
and persuasively employed in the discussion here to demon-
strate that already, and in it the Supreme Court has in effect
reversed its position in the Pollock case,

We know something of the history of income taxes gen-
erally, and there is nothing in them which would put the pro-
posed tax here revealed outside the pale of income taxes or
make it valid when others were invalid or indirect if they
are direct. I come back to my proposition, and I ask anyone
who considers it, anyone who investigates it, anyone who is
seeking only to go to_the marrow of this legislation and to
know what in fact it is, to point out a single element that is
not income, and only income, in its nature, any feature that
will eliminate the character of a direct tax, of being a tax
upon real estate and invested personal property.

I can take the Baliley-Cummins bill and write into it the
words that ‘““this is a special excise tax levied with respect to
the business of the corporations, firms, and individuals who
are hereby made subject to its terms and provisions,” and
leave every other word in it exactly what it is to-day, with as
much propriety as the similar words are written into this
amendment; but would I thereby convert an avowed income
tax, if it were not already so, into an indirect or an excise tax?
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Is there such potency in mere words that you may change the
spots of the legislative leopard by simply calling it a zebra, or
some other kind of an animal? I submit that the legislative
body of the greatest people on earth, dealing honestly and fairly
and frankly with a great subject, can not find in the paltering
words of this parenthetical expression anything that

the nature of this law, anything which would validate it if it
is invalid without them.

For these reasons I am of the opinion that this amendment
may be constitutional in fact, but submit that just now that con-
stitutionality rests under a slight cloud, owing to a decision of
ihe Supreme Court, which is perbaps but a trifle, perhaps insur-
mountable, but that is all, in my opinion, that stands in the way.

I believe, Mr. President, that I should be dealing with that
great tribunal with more respect for it if I should go to it
and frankly say: “The decision rendered by this court, by the
casting vote of one hesitating judge, ought to be reviewed by
you, and I ask you to do it,” than to suggest that I could, by
writing a phrase like this into legislation, give them a *short
cut across the lot,” afford them an opportunity to do by indiree-
tion the thing which they would not openly and directly do.
That, however, is perhaps a matter of taste and a matter of
opinion.

pWhet.her or not I am correct in this analysis of this law, and

in claiming that it is an income law, and a direct tax if the
Pollock case retains its full vigor, there is no doubt that it
taxes incomes derived from real estate and from invested per-
sonal property. I can say to the Senate that it is a matter
of which a court would take judicial cognizance, a matter of
which the Senate is advised, that everywhere throughout the
country there are corporations organized for the sole purpose
of owning, operating, and collecting the rents from real estate.
We have our investment companies everywhere, all of whose
holdings are real estate. We have corporations engaged in
farming; we have them engaged in owning blocks and renting
them; we have them engaged in buying and selling real estate,
renting it, having all their income derived absolutely and ex-
clusively from real estate.

One of these corporations is called upon to make its return.
It has rented its farm, or it has rented its building, and the
return it makes is $10,000 in rents derived from the Colorado
Building, let us say, in the city of Washington. It deducts so
much for taking care of it and so much for taxes it has paid,
and has $8,000 left. On $3,000 of that it pays 2 per cent.

I should like to know where there is any difference between
the tax upon that company and the tax which was condemned
by the Supreme Court in the Pollock case. There it held the
whole law bad because it required the entire income to be con-
sidered, and that income might partake—and would if it had
it—of the proceeds of real estate in the form of rents, and the
Proceeds of personal property.

Taking the corporation which owns real estate, I should like
to know what difference there is to it under this proposed law,
under the Bailey-Cummins law as proposed, and under the law
of 18947 The Supreme Court, in the very decision which the
learned Senator from Maryland has quoted, says it is the result
of the law that determines its character, and not the name which
is given to it. 3

The result is to tax incomes from all sources, including real
estate and personal property. That is what this amendment
does, and that is what is desired to be done. The fatality of
its inherent nature clings to the pen of the draftsman as he
writes the words “ income,” “ income,” and “income from all
sources,” which occur and recur throughout the text of the
amendment. We are told that it is to be “upon the entire net
lminme ”—*“upon the entire net income; " and so it runs through-
out.

Mr. President, I recognize how different minds approaching
the same subject from different standpoints may see it in dif-
ferent lights, and may from similar investigations derive con-
trary results. But to my mind it is as clear as the sunlight
that this is an income tax as much as the law considered in the
Pollock case, and imposes direct taxes if that law did. It is
equally clear that the words about which inquiries have been
made here to-day were put there with the hope that they might
take away the curse of being an income tax, of being a direct
tax. But that quality is in the bone; it can not be gotien out of
it so long as the real purpose and object is to tax incomes,

The ingenuity of the courts, as in the hundreds of years of
English and American legislation and decision in conflict with
the legislature it has been able to do, will be able to run a win-
ning race with any purpose of the legislature to avoid the prohi-
bitions of the Constitution or the purposes of the court. You
can not get around its power and sagacity in that way. You
must, and should, meet it open-facedly.

Mr. NEWLANDS. Mr, President——

The PRESIDING OFFICER (Mr. Curris in the chair).
Does the Senator from Colorado yield to the Senator from
Nevada?

Mr. HUGHES. I do,

Mr, NEWLANDS. I wish to ask the Senator from Colorado
whether, if he were intent upon framing an internal-revenue
tax similar in character to the one covered by this bill, he would
not regard it as safer to follow the exact verbiage of the tax
which was under consideration in the Spreckels case—which
imposed a tax not simply upon corporations, but upon all per-
sons, firms, and corporations engaged in the business of refin-
ing oil and sugar, making that tax equal to a certain percentage
of the gross receipts above a certain amount—and extend
that tax beyond sugar refiners and oil refiners, so as to take
in manufacturers, persons, firms, and corporations engaged in
transportation, electric lighting, and perhaps in commercial
business? I ask him whether he would not regard that as a
safer method of procedure than the course proposed by the
Finance Commitiee, and one covering as fully the ground this
tax covers?

Mr. HUGHES. Mr. President, I surely should, for it is but
a thin plank that you walk when you reach the result of that
decision from the statute upon which it was based, and I do
not believe it can with safety be trimmed down to the slightest
extent. I think that when you begin expanding the supposed
exception, the arguments which were made against it will grow
in force and strength until there will be some considerable
doubt whether the doctrine of stare decisis will support or op-
pose that decision.

Mr. BRANDEGEE. Mr. President——

The PRESIDING OFFICER. Does the Senator from Colo-
rado yield to the Senator from Connecticut?

. Mr. HUGHES. I do.

Mr. BRANDEGEE. Does the Senator from Colorado agree
with the Supreme Court in the Spreckels case that the act
therein construed was an excise tax?

Mr. HUGHES. I agree that the court so held.

Mr. BRANDEGEE. And how does the Senator distinguish
the pending amendment from the act that was construed in that
case?

Mr. HUGHES. By the very distinction which that court
drew for the purpose of maintaining that tax against the ar-
gument made against it, to wit: That it was an occupation tax
levied upon the occupation or business of refining oil and of re-
fining sugar. It was the character of the business. It recog-
nized that the occupation was the subject of taxation by the
Government; that it might select one oceupation and tax it,
and leave another occupation untaxed, when it was the oecu-
pation itself which it taxed. -

That raised a serious guestion and one that can not be lightly
dismissed by anyone who will give it thought, because, when
you carry it out to its logical conclusion, you meet the objeetion
urged, that in the end you are taxing the income derived from
the business—from the property—and the attention of the eourt
was called to the fact that in the Pollock case it had held
that they were taxing real estate, because it was taxing the
rents derived from real estate. That question was presented
to the court. We may entertain our individual opinions as
to with what justice, clearness, and accuracy of judgment the
court turned the one way instead of the other, but it based that
decision upon a frail and slender distinction, which is left out
of this amendment. So that if there be reason to criticise, as
the Senator from Maryland has ecriticised that decision, and if
there be but slight ground upon which it may stand, even that
slight foundation is taken away in this bill. There the tax was
limited to one or two kinds of business. Here the entire busi-
ness of the country, so far as it is done, we are told, by cor-
porations, is sought to be made the subject of the levy and
tax,

By way of illustration, suppose a corporation should be or-
ganized for the purpose of receiving gifts—and, singularly
enough, such a corporation might be organized—and suppose
some one should donate $500,000 to it. It toils not; neither
does it spin. It is engaged in no occupation save that of sitting
with the cap of mendicancy extended to receive the gifts of the
charitable. That is its business. Would that be taxed? Would
that be a tax upon a business? Would that be an occupation
tax?

If it had been said to all the farmers from Maine to Oregon,
“ We are going fo levy a tax upon all of you who have put your
property into corporations "—and there are thousands of them—
the protest that would at once arise would not only call for
the speedy repeal of the law, but would make its adoption an
impossibility. So that was not done. But it is known that
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there is a deep-seated and in many respects well-founded preju-
dice against corporations, until that word has come to be one
with which to conjure up ill will and a desire to do such crea-
tures of the law an injury, regardless of those who control
them, regardless of their manner of conducting their business,
and regardless of the business in which they are engaged. It
would seem that it may have been subtly conceived that if this
ghould be called a *‘corporation tax,” that fact, that name,
added to the fact that it was called a “special excise tax,”
would make it constitutional, acceptable, and palatable, and
perhaps secure for it favorable consideration. But I believe
that, with one exception, no one here has avowed his purpose
of voting for it because it is a corporation tax. We have had
no expressed purpose of ignoring the injustice which it would
perpetrate, thus avowing a purpose of doing an injustice open
eyed and apparently for that purpose.

We can not legislate in that way. I know the feeling to which
I have referred. I know its extent, and I think I am dealing
only fairly with the people when I say it has its limitation. I
know full well that those who have used this form of organiza-
tion until they have gathered together in vast and almost count-
less millions profits coming through privilege and favored legisla-
tion have withdrawn them in such manner from such corpora-
tions that they will utterly and entirely escape this tax.

Mr. President, the “ Laird of Skibo” will continue forever in
his Marathon race with his millions, haunted by the fear that
he may die a rich man, without relief by taxation, if this is the
only kind of taxation indulged in by the Federal Government.
You are not reaching, nor intending to reach, nor has there
been a suggestion made here that by this legislation you will
reach those whom, we were told, it was the especial desire of
our former President to reach; those whom, we were told by
President Taft in at least two speeches, it was his desire to
have taxed, and those who the Members of this body, of all
parties, have so often united in proclaiming should be subjected
to their fair share of the burdens of taxation. They have es-
caped hitherto, and they escape now. And yet the Senator from
Maryland avowed, in answer to the Senator from Iowa, that
it was in the power of this Government to lay an occupation
tax upon all persons and firms and corporations in this coun-
try, and thereby to include in the tax which would be collected
under such law and under the Bailey-Cumming amendment
the income which is the proceeds of the untaxed accumulated
wealth, not the precarious incomes which we were yesterday
told ought to be exempt, but the piled-up and secured and safe
and untaxed accumulations in this country which are not in-
vested in corporation stocks, unless in exempted holding com-
panies. These fortunes, these incomes, still escape; they go yet
untaxed.

Mr, President, in connection with the justification of this
proposed law and the fact that it was intended by its pro-
pounder to be one thing and turned out to be another, we were
told that a direct tax would be levied by the amendment con-
tained in the proposal which the pending amendment was in-
tended to supplant, and therefore it would necessarily be obnox-
ious to the Constitution as construed in the Pollock case. In or-
der to sustain that proposition, there was quoted a definition
given by some writers on political economy as to what is a direct
tax. It is sufficient to reply that the Supreme Court of the
United States has said, in several opinions, that this definition
is not applicable; that it was not the one in the minds of the

framers of the Constitution, and does not control. We need
not therefore be apprehensive because of this objection.
These are the legal features of this question. There are

included in the taxes to be levied by this proposed law provi-
sions which are in themselves unjust, while the entire amend-
ment also is inherently unjust. They discriminate between those
engaged in the same occupation without any reason whatever for
that diserimination., It was said—and I referred to this a
moment ago—that certain privileges were held by those who
engaged in doing business through corporations; and that is,
to some extent—now much limited—true. In the State of Colo-
rado three or more persons may incorporate to do any lawful
business.

There is no other limitation whatever upon the right to in-
corporate. By the laws of the State of Colorado also several men
may enter into a limited partnership, and those who contribute
the chief capital of the limited partnership may restrict thelr
liability so that they will be under no individual obligation
whatever. They would escape this taxation, while they are
freed from the very same individual liabilities that the share-
holders in corporations escape. In addition, in the banks of

Colorado, which will be taxable under this law, the sharehold-
ers do not have that exemption from personal liability to the
extent stated. In addition, corporations there are not perpetual.

Their life is generally twenty years, and only twenty years,
while as to some few companies fifty years. When they are in-
corporated they pay for the privilege of incorporation, of being
a corporation, for the privilege of doing business as a corpora-
tion, a high tax or fee based upon the amount of their ecapitali-
zation. They pay a flat tax, they pay an annual tax, known
sometimes as a “corporation tax.,” These taxes bring into the
state treasury thousands of dollars each year. The corporations
pay the State for this state-granted privilege. They pay the
State, and they pay a full price for it. But those who do busi-
ness in the other way do not pay these revenues to the State,
nor will they pay under this amendment. Some of them escape,
while the stockholders of numbers of corporations taxed under
this law incur individual liability. They do the same kind of
business, and they are favored in a country where taxes are
supposed to be equally and equitably apportioned. That is a
feature of undisputed injustice.

There is nothing, therefore, in the suggestion of the propriety
of the United States taxing the privilege of being a state cor-
poration. The very thing which avowedly can justify an in-
come tax might be a reason why the corporations should be
taxed, but it does not change the constitutional nature of the
law which lays its burden upon income under the guise and,
as I have said, under the pretense of its being an excise and,
in some way, an indirect tax. So that feature of the amend-
ment does not relieve the situation.

I shall not, Mr. President, undertake to discuss now all the
many objections inherent in the very nature of this amendment.
One of them has been called to my attention by a telegram
that I have received, while sitting here to-day, from the city of
Grand Junction, in the State of Colorado, where they have
what they call a “ Home Builders’ Association.” They are build-
ing up homes there, where but a few brief years ago there was
an absolute and unmistakable desert which they have reclaimed
and made fruitful. They say this tax will put them to a dis-
advantage as it is framed; that it will lay an unjust burden
upon those who are building these homes. No one disputes the
force of this claim. Attention was called yesterday to the fact
that, while the President recommended that this class of com-
panies or organizations, or the business or occupation, or the
income from it, should be exempted from this tax, they were
included. That fact was given as a reason why we might doubt
to some extent the paternity ascribed to the measure.

Again, it is the custom in the East, and in the West, as I
know, sometimes, when the burdens of insurance become intol-
erable because of the high rates exacted, to form mutual insur-
ance companies, The farmers do it, the fruit raisers do it, the
cattle owners do it, the manufacturers do it. They carry thus
their own insurance. They incorporate a company for that
purpose, and they pay into that company in the beginning of
the year what would be equal to the preminms they would be
required to pay to a regular insurance company, and at the end
of the year they pay the losses and then pay back in the form
of dividends to the stockholders of the company the remainder
of their original contribution.

Under this amendment you will absolutely lay a tax and
collect it upon the money which has been put into this business
for the purpose of paying insurance, and has not been used up
in that way, and which has already paid its tax.

My attention has been called to the fact that in New England—
and, I may say to the Senator from Rhode Island, in his own
State—there are corporations by means of which the manu-
facturing companies pay into a company for insurance $5,000,
$10,000, or whatever it may be, which is equivalent to the
preminms they would pay for insurance, and at the end of the
year the remainder is paid back in dividends. A tax will be
levied upon it under this proposed law. My attention was called
to the fact that in one year the loss had been in one company
$5,000, and that this tax would amount to $2,000.

The measure is full, when studied, of injustices of that char-
acter. If it was to be considered here, as all laws should be
here considered, it should have been laid before this body at a
time when it would have been open to scrutiny, to investigation
and amendment, and ought not to have been brought in during the
heat of the expiration of the session and then hurried through
under whip and spur, and under the command of august power,
lest there might be discussion, and that discussion might dis-
close its weakness, and result in its defeat. These objections
are all in addition to the avowed purpose for which this amend-
ment was brought here. I surmised a little while ago such pur-
pose was its object, and with a frankness most commendable,
and it would be a happy thing if it was universal, we have been
told what the object is, and that object ought to and must con-
demn it. If no other objection were made to this proposed law
than the fact that those who framed it and are urging it were
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doing so for the purpose of defeating better legislation, then, so
far as I am concerned, in that motive alone I should find an
overmastering reason for opposing it and of letting the respon-
sibility for its defeat, for the failure to secure just and popu-
larly demanded tax legislation, rest with those who undertake
by contrivances and devices of this character to defeat legisla-
tion which might otherwise be and shounld be successful. Let
them take the blame, if blame there may be for the result.

One objection to the Bailey-Cummins amendment offered
here was referred to by the Senator from Iowa [Mr. CumMmINs],
and that is that the income tax would lay a large burden upon
certain enumerated States. My response to that also is that
they have the wherewithal to pay that tax. The remainder, of
the country has paid its tribute for a century into these coffers,
coerced, and induced to this contribution by the exactions of
an unjust system of revenue, and now when this wealth has
been piled up mountain high as a result of this discriminating
and unjust revenue legislation, the very fact that it is large is
used here as an argument why it should not pay its proportion-
ate part of the taxation of the counfry. In that argument was
revealed much of the real ground of objection to the other law
which this is being used to defeat. For that reason again I
would decline to give my aid, countensance, or support to a law
ereated for a purpose of that kind. I do not believe that it
was the executive purpose that it should be fashiofed that way.
I do not believe that it was the executive purpose that it should
be used for the purpose of exempting certain property and
wealth which we now know is by it exempted. It does so
beyond controversy, and in that fact I find an answer to all
that may be said as to the wishes and the desire of those who
would legislate patriotically and equally.

But, Mr. President, another reason has been given for it. We
are told it will tend toward centralization; that it will tend
toward federal supervision of state corporations; that it will
accomplish by indirection that which the Government of the
United States has again and again refused to permit to be done
by its express sanciion, that whieh in the ealm, patriotic judg-
ment of many thoughtful statesmen and profound students of
our Constitution it has not the lawful power to do, should not
have the lawful power to do, and which if it possessed it would
be unwise to use. In the very elements which are urged in its
support I find grounds for opposition to it. If this Government
has the power, and ought to exercise it, to supervise the affairs
and control the business of the small corporations created by
the States and thus wipe out and not merely blur state lines
and powers, let it be done in that bold, unguestioned, and un-
doubted manner that becomes a great nation exercising a power
which it believes it honestly possesses. Let it not begin by
the indirection of an incident under profession of accomplish-
ing another purpose. i il

But, Mr. President, that is not the only objection to that
feature. It is said that it will secure a desired publicity. I
say that it will secure the opportunity for a very undesirable
publicity, for we are told that the limited inquiries which are
made and the limited information which is disclosed shall be
kept secret; that it shall be criminal to disclose it, save at the

. discretion: of the President of the United States. It does not
give the publicity of law, so far as it permits any whatever. It
is the publicity of personal discretion, of personal like or dislike,
for which it provides. We will not always have the one Presi-
dent, and I do not believe that man of woman born was ever
yet wise enough or goed enough to be intrusted with this dis-
cretionary power, fraught with the evil that might eome out of
its exercise. Think of the pelitical power in a desperate eam-
paign this might confer! Think of some disclosures the country
has had of contributions where the power of coercion was less!
1t is only a few months ago that the leak of secrets of the Agri-
cultural Departmient of the Government enabled the stock job-
bers of New York to wreek fortunes and te build up fortunes,
and we are not yet through with that inguiry. There should
not be gathered in this way information which ean not be law-
fully made public to all who may legitimately inquire. When
‘you suggest things that can not be disclosed without injury to
those wheo give the information, you are making taxation an
instrument. of destruction, and are going beyond the legiti-
mate function of enacting a tax law. When it is done for such
purpose avowedly, it furnishes a strong reason why the law
should not be adopted.

But, Mr. President, there is a further danger in lodging such
power as is here proposed and here and in the manner fixed by
this amendment. If it is to reveal the financial conditions of
state banks and financial institutions and many other institu-
tions that will come into the hands of those who may make
merchandise of it to rivals in business, if it may be bruited
about to create and bring on disaster, then it is storing up the

dangerous means of injury. If it is to enlighten the discretion of
the President, is it to be supposed that he is to make himself
familiar with all these hundreds of thousands of returns? No;
that is impossible. Thousands of eyes, thousands of hands must
deal with this information, and somebody must bring out some-

| time to the President’s attention the reasons which they urge as

giving ground for making public this or that information or this
or that return. I say, again, that such power ought to be lodged
in no one man’'s hand. The knowledge gathered ought to be of
a character that it may be revealed without being done at the
mere caprice or in the discretionary exercise of power by one
man. This element alone instead of securing the desired

| publicity may prevent it in the future as it has done in the

st.
While the Atterney-General may see, in the misconduct of a

' great corporation, reasons for calling its conduct to the atten-

tion of a grand jury, we know that but a few months since an-
other declined to do that very thing. So that action will de-

. pend upon the changing mental attitude of those who advise

and inform the Chief Executive as to whether matters gathered
up at this expense, enormous as it must be, shall be made
public or kept secret for all time. Hence this doctrine of pub-
Iicity, so much commented upon, is not an effective or valuable
publicity, and is not put into such form of legislation as accom-
plishes the only desirable objects which are urged as proper
and desirable to be embraced within it.

Again, it is said that trusts are good things. I have heard
before somewhere that there are some good trusts. Now, hav-
ing been told that trusts are good things, we are further told
that the law will foster them. It would seem from this that
‘“ trust-busting ” is shortly to become one of the lost arts, for
this legislation, we are told by one who it is suggested whispered
charmingly and convineingly into the Executive ear in its be-
half has told us that it will favor not merely centralization and
that publicity to which I have referred, but that it will also
tend to aid the increasing growth of those great trusts, which
are again said to be the natural evolution of our civilization and

progress,

There is a gentleman who at Chicago made a speech like that,
and was then called into high office in this Government and
found a reason why he should and a way to explain and retract
it. I had supposed that at least until the antitrust clouds had
rolled by we would not again hear as a justification for legisla-
tion or decision the doctrine of the benevolent and inevitable
growth of the trusts as a necessary factor of modern eiviliza-
tion. -

Then if this act is to accomplish this result, I am against it
for that reason also. I find not one in all the reasons here urged
why I should vote for it. I know that he who has steod here
most prominently as adveeate of this amendment, who helped
to roek its cradle, and who told so entertainingly the story of
its paternity and its birth, has said that now he would not
lessen the strength of the States to exercise all their functions,
and that while he would administer in all their vigor the powers
of the National Government, that he would not enlarge or in-
crease them. I have further ebserved that he also said that in
his judgment the Supreme Court had erred in the Pollock case
and therein went against the weight of the argument.

In that announcement I found ground for rejoicing. He
said he preferred the inceme tax to this amendment, which is
what I do, but he also said the President would prefer this un-
satisfactory measure to the Bailey-Cummins amendment. This
I regretted for many obvious reasons to hear said. But I am
glad now that in undertaking to prove constitutional this amend-
ment, it is to be done by reading it, as we were told yesterday,
should be done in the light of the lamps of the fathers who
framed it and not in the light of that modern incandescent
electrical constitutional construction which is to give to the
Federal Government all the powers of the States if they are
not exercised pretty promptly by the States. That doetrine
lately prominent in political discussion seems now to have lost
even the support of its authors, and to have passed away with
the “big stick.”

So we are not to have the constitutionality of this uneon-
stitutional law removed by any new canons of constitutional
eonstruction, but we must go back to the old humdrum fashion
of studying the letter, and of evoking the spirit of that Con-
stitution and of gathering out of it the meaning of those who
made it, uninfluenced by the suggestion that the dead hand of
the Constitution should no longer paralyze the legislative
progress of the Nation.

Mr. President, for the reasons I have stated and for a hun-
dred others which utter their own voice against this measure,
I am opposed to this measure as a substitute, or as a subterfuge,
as has been suggested. By “ subterfuge” I believe it is meant—
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and I am sorry the Senator from Maryland did not give us his
etymological learning on this subject—something under which
we counld flee, under which we could hide, flee under, for escape.
Therefore I am opposed to it. I do not know that this may
have here now any effect, but I wish it understood that you may
call it a “ corporation tax ™ or call it an “ excise tax ™ or call it
anything you please, you can not thus, to my mind, take away
its real nature or make that good which is otherwise bad, nor
can you so interpret the Federal Constitution that an income
tax is unconstitutional as direct when you frankly call it an
“income tax,” but becomes immediately constitutional and in-
direct when you write upon a yellow label across its face
“special excise tax.”

Mr. NEWLANDS. Mr. President, following the line of argu-
ment which the Senator from Colorado [Mr. Hueaes] has so
ably pursued, I wish to speak briefly regarding the practical
form that this measure should take, in case it is enacted
Into law.

I will say by way of preliminary that I hope it will not be
adopted as a substitute for the Bailey-Cumming income-tax
amendment, but if it is, T hope that it will be put in such shape
as to entitle it to the support of the Senators on this side of the
Chamber as a legitimate, just, and constitutional tax upon the
wealth of the country.

The Senator from Colorado has well said that the plank be-
tween the tax under consideration in the Spreckels case and the
Constitution was a very thin one, and that it should not be made
thinner. What was that tax? It was not a tax upon corpora-
tiong per se. Its author, Senator White, of California, expressly
disclaimed that in the Senate, and he disclaimed it in such a
way as to indicate his view, that he doubted the comstitution-
ality of an occupation tax which was applied only to corpora-
tions and not to natural persons. That tax was not a franchise
tax; it was a tax simply upon occupation—upon the ocenpation
of all persons, firms, and corporations engaged in the business
of refining oil or sugar.

So here we have the basis of a law which can be enlarged to
sufficient proportions to give us all the revenue that we require
without incurring any risk as to its unconstitutionality, a meas-
ure resting firmly upon the decision of the court already an-
nounced in the Spreckels case. Under that tax, imposed only
upon sugar refiners and oil refiners, and equivalent to one-
fourth of 1 per cent upon their gross receipts over $250,000
per annum, an annual revenue of $1,000,000 was raised during
the Spanish war. Had that tax been three-quarters of 1 per
cent per annum upon gross receipts, the revenue raised from
those two classes of refiners alone would have been $3,000,000 per
annum. Such a tax, extended to all manufacturing and indus-
trial occupations, whether conducted by persons, firms, or cor-
porations, whose annual gross receipts exceed $250,000 per
annum, would raise an enormous revenue and would hardly be
felt by the vast wealth employed in them.

So Senator White, backed by the Democratic Members of this
body, aided by only a few Republicans, placed upon the statute
books this constitutional tax upon wealth, which has been sus-
tained by the Supreme Court, and which has been made the
basis of the President’s recommendation. Why not follow
closely its exact verbiage, whilst extending its application to
other oceupations?

Now, what form of aggregations of capital have come under
the just criticism of the country? The great combinations of
capital. Has there been any complaint of the small corpora-
tions, of the commercial corporations, of the business corpora-
tions, of the small manufacturing corporations? There is no
complaint regarding them. The complaint is against the great
combinations of capital in this country, and the abuses which
exist to-day are the abuses which these great combinations of
capital have originated and practiced.

Inasmuch as this measure has in view not only revenue, but
publicity with a view to ending such abuses, why put the light
of publicity upon these numberless small corporations of the
country, overburdening the records, and so confusing the inquiry
that we may not be able to discern the abuses of the great
combinations themselves?

Our legislation, both with reference to revenue and publicity,
should be concentrated upon those forms of wealth that have
become most oppressive and upon those forms of wealth with
reference to which the greatest abuses have existed; those
forms of lawless wealth that hawve brought the law-abiding
wealth of the country itself into discredit. There will be no
difficulty in raising ample revenue from such sources, Read

Moody's Manual and observe the number of corporations of
tens of millions and hundreds of millions of dollars that have
been organized within the past twenty years; observe their
capitalization ; observe their income ; realize the extent of their

operations; and then you can form some judgment as to the
amount that can be raised by a reasonable tax upon the gross
receipts of persons, firms, and corporations engaged in such
varying businesses as Congress may choose to enumerate in
this proposed act.

When this matter came up in the House of Representatives,
and when it was proposed that the war-revenue taxes should be
reduced, the Democratic party then took strong ground against
the repeal of this tax on oil and sugar refiners, I myself in-
troduced an amendment there diminishing the tax, but extend-
ing it to all manufactures. It obtained the unanimous vote
of the Democrats of that body and only failed of passage by
25 or 30 votes. Our contention was that whilst the war-revenue
act should be repealed in most of its features, we should re-
tain in the act those forms of taxation upon wealth which would
be serviceable hereafter in emergency as a basis of additional
revenue for the country. Later on, in 1902, when the* bill re-
pealing the war taxes came up, the report of the Ways and
Means Committee was against the repeal of this tax. We in-
sisted that it could in time of emergency be o enlarged as to
embrace almost all the oppressive forms of wealth and be a
source of great revenue to the country. But we were pre-
vented by a special rule from getting a vote on this question.

Mr. P’resident, all these gigantic corporations, being engaged
in interstate commerce, legitimately come within the regulating
and controlling power of Congress so far as their interstate
operations are concerned, and whilst the Senator from Colo-
rado [Mr. HucHES] may justly contend that it is not within
the power of the National Government, and that the National
Government should not exercise the power, to bring all these
small corporations, organized by and operating within the
States, under national supervision; and whilst he doubts the
constitutional exercise of such a power, yet certainly he would
not apply that view to these great trusts and combinations en-
gaged in interstate commerce, with reference to which we have
repeatedly asserted our power to act, and from which it is our
duty to secure such data as will facilitate us in our legislation,
not only regarding revenue, but regarding trust regulation—
the regulation of interstate commerce and the making of tariff
schedules. We can easily, by enumerating certain occupations,
certain vocations, certain businesses, enlarge the limit of our
investigation beyond that of oil and sugar refineries, and em-
brace all the occupations pursued by these great trusts and
combinations in such a way as to bring to Washington all the
data which will enable us to act in legislation regarding their
regulation and confrol.

In addition to this, Mr. President, the Congress of the United
States has assumed to become the protector of the manufactur-
ing institutions of the country organized under state laws, and
has imposed duties upon competing products from other coun-
tries which yield a revenue of over $300,000,000 annually to the
Government, and which, at the same time, give these manufac-
turing interests of the country the power of advancing their
prices to the purchasing consumers of the country an average
of nearly 50 per cent, a total of about $3,000,000,000 annually.

The question comes up repeatedly in Congress, in imposing
these duties upon foreign competing products, as to what is the
differential between the cost of production here and the cost of
production abread. In connection with tariff legislation, data
may be obtained which will enable us to ascertain the profits of
these great manufacturing organizations; which will give us
facts instead of conjectures, reality instead of imagination. We
know that during this entire discussion of nearly four months
we have been able to obtain the differential upon hardly a
single product.

The machinery of revenue could be used in such a way as
to give us the information that will be of value in tariff legis-
lation.

1t seems to me that, above all things, this legislation should be
concentrated; that it should not embrace all the small, inno-
cent, and innocuous corporations in the country; that it shounld
be applied, as the petroleum and sugar refinery tax was ap-
plied, only to organizations having large gross receipts: in
that case $250,000 per anmum. In this way we shall limit
the tax to a comparatively small area; we shall limit the in-
quiry and the examination to a comparatively small area, and
at the same time we shall be enabled to ascertain the facts in
connection with these great manufacturing interests and make
them public in such a way that the publicity itself will be a
corrective and the facts which we obtain will be of service to
us in the legislation npon which we propose to act.

Mr. President, I shall not enter into the constitutional ques-
tions which the Senator from Colorado has pursued. Some
days ago, at the very opening of this debate, I presented an
historical statement regarding the tax upon oil and sugar
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refiners, simply making a statement in connection with it that
yeould tie that history together.

Without much inguiry into the law, I then stated that grave
danger existed as to the constitutionality of the tax imposed by
this amendment; that if it should be regarded as a tax upon
occupations, then the question would be raised that it was not
a uniform tax; that to tax an occupation in the hands of an
artificial person and not to tax it in the hands of a natural per-
son might be regarded as a denial of that uniformity called for
by the Constitution; that if it should be regarded as a tax upon
the privilege of being a corporation, the power to be and the
power to do, the question might be raised as to our constito-
tional power to tax such a franchise, the creation of a sover-
eign State acting within its jurisdiction.

It is true that the Supreme Court has declared that that uni-
formity need be only a geographical uniformity; but the ques-
tion of classification is always a question upon which hair-split-
ting decisions can be made.

So with reference to the tax viewed as a corporation tax, it
has seemed to me that it is a tax upon the right to be and the
right to do of a corporation; and whilst it is contended that
such a tax has been upheld, notably in the Adams Express Com-
pany case, yet I am unable to see that that decision covers
entirely this contention. It seems to me to involve a contra-
diction to declare that when the Nation, acting within the
granted powers, grants a franchise to a corporation, no State
can impose a tax upon such franchise, for the power to tax
involves the power to destroy; and yet, at the same time, to
declare that when the State grants a franchise to a corporation
the Nation can, if it so chooses, tax it out of existence. These
rights and powers, it seems to me, must be reciprocal. The
Nation is supreme within the powers granted by the Constitu-
tion over every inch of American territory; the State is su-
preme within its reserved powers over every inch of territory
within its boundaries. The one is just as sovereign as the other
within its own acknowledged jurisdietion; and to say that the
power and the privilege granted by some one sovereign, the
Nation, can not be taxed by the State, and that the power and
privilege granted by another sovereign, the State, can be taxed
by the Nation, seems to me to involve a contradiction.

So I contend that we should not throw this important mat-
ter of revenue into the maelstrom of litigation; that this plank,
upon which it is proposed that this particular measure shall
rest, is too thin for further splitting. The President has de-
clared that his recommendation is based upon the deecision in
the Spreckels Sugar Company case; and it is the part of wisdom
to purpose closely the lines of the tax that was imposed-in that
case, If we do that, we shall avoid the inconvenience of taxing
all the small corporations of the country, and we shall confine
our taxation to these great combinations of capital whose
profits have been enormous, whose ability to bear is greater
than that of any other class of the community, and whose
abuses have awakened the attention of the country and.de-
mand legislative cure. The substitution of the corporation tax
for the income tax seems to be a foregone conclusion, so far
as present action is concerned; but I shall hope that when the
bill as amended is before the Senate such amendments will be
made as will free the small corporations from its operation,
will place the combined wealth of the big manufacturers and
corporations under national burdens, will furnish the statistical
information necessary to rectify trust and tariff abuses, and,
above all, such amendments will malke the tax imposed identical
with that which has already so successfully stood the test of
the courts.

The VICE-PRESIDENT. The guestion is on agreeing to the
amendment of the Senator from Rhode Island [Mr. ArpricH]
to the amendment of the Senator from Massachusetts [Mr,
Lobge].

Mr. ALDRICH. Mr. President, I am not sure whether or
not there are other speeches that are to be made upon this
proposition. I think there are some Senators, perhaps, who are
not here who would like to make some short remarks upon either
one amendment or the other; and, for the convenience of all
Senators, I would suggest that we take a final vote upon the
amendments, without further debate, at 1 o'clock to-morrow.

Mr. ELKINS. Why can we not vote now?

Mr. ALDRICH. I am not sure that all Senators who desire
to speak have done so. I thought perhaps we might agree to
vote to-morrow.

Mr. ELKINS. We came near having a vote yesterday.

Mr. ALDRICH. I am willing, of course, to vote now if there
is to be no further discussion.

Mr. ELKINS. I have been waiting here all day to vote.
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Mr. BAILEY. I am afraid the Senator from West Virginia
would leave if we would let him vote. [Laughter.]

The VICE-PRESIDENT. Is there objection to the request
of the Senator from Rhode Island? ¥

Mr, STONE. What is the request of the Senator?

Mr. ALDRICH. That a vote be taken on the proposition of
the Senator from Texas [Mr. Bamey], the pending amendment,
the substitute, and any amendments which may be offered to
them, without further discussion, to-morrow at 1 o'clock.

The VICE-PRESIDENT. Is there objection to the request?

Mr., BACON. I should like to ask the Senator a question
before the matter is determined.

Mr. ALDRICH., Several Senators ask me, “ Why not vote
now?” I am not sure whether the discussion has been ex-
hausted. g

Mr. BAILEY. I know two Senators are in conference now as
to whether or not both will speak. One of them will certainly
make a brief speech, and consequently we can not vote right
now. I prefer that an hour be definitely fixed, so that every
Senator can be advised of that hour and be certain to be here,
without any inconvenience or any mishap.

The VICE-PRESIDENT. Is there objection to the request
of the Senator from Rhode Island?

Mr. BACON. I desire to ask the Senator from Rhode Island
a question before the matter is concluded. There has been
some difference of opinion in his absence as to the parlia-
mentary situation in case his amendment should be adopted.
There are, as the Senator knows, several amendments, either
of which it will be difficult to perfect unless there is a liberal
construction of the rule as heretofore executed by permitting
amendments without regard to strict parliamentary law. For
instance, the Senator's amendment is pending, and if it is in
the second degree as an amendment—about which there is some
little difference of opinion—and it should be adopted, would the
Senator then recognize the right of Senators to offer further
amendments to his proposition?

Mr, ALDRICH. Of course I am inclined to be liberal about
the matter, but I prefer to have an understanding that any
minor amendments to perfect the text should be considered
before the time fixed for the final vote. There are some amend-
ments, one offered by the Senator from Nebraska [Mr. BurxEeTT],
and other amendments of that kind. I will say to Senators
that my impression is that it would be better for the Senate to
adopt the amendment as it stands. The committee will then
consider its effect; and before the bill finally passes they will
perhaps have some amendments to suggest with reference to
fraternal and benevolent organizations. My own opinion is that
benevolent organizations are all now exempted by the terms of
the amendment as it stands. Of course none of us want to tax
that class of corporations, and if the amendment should be
adopted as it stands, the committee will give very careful con-
sideration to all these propositions for exemption. I do not
think it is possible for the Senate in the short time we have to
congider them carefully at this moment; and I should be in-
clinel myself, if we are going to have a vote now, to move to
lay amendments of that character upon the table, with a view
to trying at a later time to perfect some amendments which
would earry out the plain intention of the proposed law.

Mr. CUMMINS. Mr. President, I should like to ask a ques-
tion of the Senator from Rhode Island.

The VICE-PRESIDENT. . Does the Senator from Rhode Is-
land yield to the Senator from Iowa?

Mr. ALDRICH. Certainly. .

Mr. CUMMINS. I understand the Senator’'s request would,
if granted, preclude debate upon any amendment that may be
offered ?

Mr. ALDRICH. Yes; but we would have plenty of time be-
tween now and the time I have suggested for discussing any
amendment, if Senators saw fit to do =o.

Mr. CUMMINS. I am unwilling to consent to that request.
I am perfectly willing to vote on the amendment as it is offered
and as it appears now, or I am perfectly willing to fix a time
when it may be voted upon; but I am unwilling to consent to
an arrangement by which other amendments may be offered and
voted upon without debate. I myself want to reserve the op-
portunity to be heard upon any amendment that may be offered
to the proposition of the Senator from Rhode Island.

Mr. ALDRICH. The Senator from Iowa would have all of
his rights in the Senate; that is, any rights which he wanted
to reserve in. that direction. It seems to me that the debate
upon this proposition must terminate at some time; and of
course if Senators are not willing to make an agreement, there
is nothing left but to go on and dispose of the matter as rapidly
as we may.
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Mr: CUMMINS: I am perfectly willing that.we shall termi-
nate it now; I am perfectly willing to fix a time to-morrow to
vote on the pending amendment; but it is not, according to my
view, fair to present amendments that have not been considered
and have not been discussed, and to require a vote upon them
without consideration.

Mr: ALDRICH. M. President, I am bound to say, for the
committee, that they will adhere as closely as possible to the
text of the amendment as it now stands for various reasons,
which must be apparent to every Member of the Senate. With
the exception of an exemption which might include benevolent
organizations—which I think are clearly covered by the text
as it now stands—I do not think, so far as the committee are
concerned, that they will be willing at any time—of course sub-
ject to the will of the Senate—to submit to any amendment.
Therefore, I think that the suggestions of the Senator from
Iowa are not especially valuable, loeking at them from that
standpoint.

Mr. CUMMINS., It is quite likely they are not valuable.

Mr. ALDRICH. I meant in so far as accomplishing anything
was concerned in connection with this matter at the present

Mr. CUMMINS. I have not been able to make any sugges-
tions that have been very valuable; but, nevertheless, I do not
want to vote upon amendments that are offered without a chance
to know what those amendments are, and how they affect the
pending measure. We are dealing with rather an intricate and
difficult subject. I do not wonder at the hesitation of the Sena-
tor from Rhode Island in changing the text of the proposition.
I am sure that he must recognize that we ought not to vote
blindly on amendments that hereafter may be offered.

Mr. ALDRICH. The proposition as it now stands has not
been presented to the Senate without the most careful con-
sideration.

Mr. CUMMINS. I understand that.

Mr. ALDRICH. And I will say to the Senator, very frankly,
that unless the opponents of this proposition obtain control of
it and vote down the friends of the measure, there will be no
substantial change in the proposition as it now stands.

Mr. STONHE. We could not hear what the Senator from
Rhode Island said.

Mr. ALDRICH. I said that, unless the committee loses con-
irol of the amendment and are voted down, there will be no
substantial amendment to the proposition as it now stands.
The ecommittee will certainly consider carefully the matter of
exemptions.

Mr, CUMMINS. Why, then, should not the Senator from
Rhode Island avail himself of the opportunity in the Senate, if
he desires or shall desire, to make any amendment in the
measure? \

Mr. ALDRICH. That is my proposition, that we vote this
amendment into the bill, and then, if there is any change that
the committee think it desirable to make in the Senate, they
will have a chance to offer amendments, and the Senator from
Iowa will have a chance to offer his.

Mr, CUMMINS. Why not vete on the measure as it is,
reserving to Members of tlie Senate generally their right to
offer amendments when it passes from the committee?

Mr. ALDRICH. But that reservation will not be necessary.

Mr. CUMMINS. I know it will not be neeessary.

Mr. ALDRICH. I am quite willing myself to vote at this

moment, without any further discussion on this:amendment. I |

think there can be no objection to that.

Mpr. BACON. On what amendment?

Mr. ALDRICH. On the committee amendment.

Mr. BACON. I desire to ask the Senator a question.

Mr. BULKELEY. Mr. President-

The VICE-PRESIDENT. Does the Senator from Rhode Is-
land yield to the Senator from Conneecticut?

Mr. ALDRICH. The Senator from Georgia [Mr. Bacow] de-
sires to ask me a question.

Mr. BACON. I think I have the floor, and I yielded it to
the Senator.

The VICE-PRESIDENT Possibly the Senator from Georgia:
is correct. He now has the floor, at any rate.

Mr. BACON. I wish to ask the Senator a question. I do
not think anything should be done which shall deprive Sena-
tors of the right to offer such amendments to this impertant
proposition as they may wish to offer. L will say to the Sena-
tor from Rhode Island that during his absence I had a. con-
ference with the Senator from Massachusetts [Mr. Lobee] as
to what would be the recognized precedure in the offering of!
amendments. The Senator from Massachusetts was. of the
opinion that under the liberal practice we have heretofare
pursued in other cases of bills of importance, after the adop-

tion of an amendment or a substitute, amendments may be
offered. Of course that is not striet parliamentary law, but
it has been the usual procedure of the Senate.

Mr. LODGE. In other words, if the Senator will allow me,
after the adoption of the amendnrent of the Senator from
Rhode Island, my amendment as amended will then, of course,
be open to amendment as a substitute.

Mr. BACON, That is what I refer to. Of course when the
substitute offered by the Senator from Massachusetts is
amended, if it shall be, it will become his substitute. The
opinion. of the Senator from . Massachusetts was that amend-
ments would then be in order to that amended proposition. If
that is done, of course it will be in accordanee with the liberal
practice which we have pursued; and it will aveid a great many
technicalities in the strictly scientific parliamentary proeedure.
If that is done, I am content; but if that is not done, then I
want an oppeortunity to offer amendments before the amend-
ment of the Senator from Rhode Island is adopted.

Mr. ALDRICH. Mr, President, I will say that, as the Sena-
tor is well aware, under strict parliamentary usage, and under
the usage of the Senate, if my amendment to the amendment
of the Senator from Massachusetts should be adopted, that
amendment could not be again acted upon or amended in
Committee of the Whole.

Mr. BACON. I understand that.

Mr. ALDRICH. That is the parliamentary law.

Mr. BACON. But if the Senator stands on strict parlia-
mentary usage, I will say to him that, in my opinion, his amend-
ment is now amendable, because his is the first amendment to
the substitute, and there is—

Mr. ALDRICH. I will say to the Senator from Georgia that
I shall not be able to agree with him as to that.

Mr. BACON. If the Senator will pardon me a moment, either
that is the case or the amendment is already in the third de-
gree, for this reason. I hope the Senator will giver me his at-
tention, so that I may see whether I make the point correctly
or not. It is either an amendment in the first degree to a
substitute, in which case another amendment would be in order as
being in the second degree; or else, if the substitute offered by
the Senator from Massachusetts is itself an amendment to the
amendment offered by the Senator from Texas, it is already in
the second degree, and the amendment of the Senator from
Rhode Island would now be in the third degree and not in- or-
der. The Senator may take either horn of the dilemma he
chooses..

Mr. ALDRICH. Mr. President, the parlinmentary sitnation is
this: The Senator from Texas offered a proposition——

Mr. BACON. Yes; as an amendment.

Mr. ALDRICH. As an amendment to the bill.

Mr. BACON. Yes.

Mr. ALDRICH. The Senator from Massachusetits then of-
fered an amendment in the nature of a substitute.

Mr. BACON. Yes. :

Mr. ALDRICH, I then offered an amendment to the sub-
stitute..

Mr. BACON. Yes.

Mr. ALDRICH. Theordinary parliamentary rule, and the rule
of the Senate require that substitutes for the original proposi-
tion may be amended with a view of perfecting them before the
vote is finally taken upen the substitution.

Mr. BACON. That is true; but, if so——

Mr. ALDRICH. And the amendment of the Senator from
Massachusetts is clearly a substitute. I have offéred an amend-
ment to the substitute, Pending that amendment, no other
amendment is in order.

Mr. BACON. I beg the Senator’s pardon.

Mr; LODGE. Then, if the Senator will allow me——

Mr. ALDRICH. I do not see how it would be possible to
offer any other amendment. It would, of course, be an amend-
ment in the third degree.

Mr. LODGE. I do not think it is worth while to argue that
point. My own judgment is that it is not amendable now. But
after the amendment of the Senator from Rhode Island is either
rejected or accepted, further perfecting amendments can be
offered to the substitute which will then be pending for the
amendment of the Senator from Texas.

Mi. ALDRICH. I will say to the Senator from Georgia, that
I myself am quite willing to have an understanding that any
amendment may be offered which does not change the nature of
the propesition.

Mr. BACON. But no one would offer an amendment unless

it were intended to effect some change,
Mr. ALDRICH. I refer to one which effects a fundamenial
change.
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Mr. BACON. Of course the nature of the amendment can not
be stipulated. We want the right to offer our amendments,

Mr. ALDRICH. Then, Mr. President, I think we may as well
go on. It is very evident that we are not going to arrive at a
conclusion, and we may as well go on and get a vote whenever
we can. I have made a certain proposition. If it is objected
tor—— B

The VICE-PRESIDENT. No objection has yet been offered.

Mr. BACON. I shall certainly object unless the Senator
assures me that we shall have a clear road to amend, as we
think we are entitled to do.

Mr. ALDRICH. No; the Senator will have no clear road
that is contrary to the rules and the observances of the Senate.

Mr. BACON. I can not hear what the Senator says.

Mr, ALDRICH. I say I can not see how it is possible to have
a clear road that is in violation of the rules of the Senate or the
usual custom. .

Mr. BACON. T still can not hear what the Senator says.
I can hear enough of what he says to indicate that it is im-
portant that I should hear it. What does the Senator say?

Mr. ALDRICH. I say it is impossible to have an agreement
xsvhich violates the rules of the Senate or the practices of the

enate.

Mr. BACON. I think that is exactly what the Senator from
Rhode Island is seeking to get.

Mr., ALDRICH. I think not.

Mr. BACON. That is the nature of his proposition.

Mr. BURKETT. Will the Senator yield to me?

Mr. BACON. I am certainly not endeavoring to do anything
of the kind. I am trying to prevent its being done.

Mr. McLAURIN. Mr, President——

The VICE-PRESIDENT. The Senator from Georgia [Mr.
Bacon] still has the floor. Doés the Senator yield the floor?
And if so, to whom?

Mr, BACON. I yield to the Senator from Mississippi.

Mr. McLAURIN. As I understand, the Senator from Rhode
Island means, by “voting without further debate,” to vote
without further debate after 1 o’clock to-morrow; not to vote
without further debate between now and 1 o’clock to-morrow ?

Mr. ALDRICH. Oh, no.

Mpr. McLAURIN, I wish to say this about the amendment of
the Senator from Rhode Island: His amendment is either in
the first or in the third degree.

Mr. BACON, It is one or the other,

Mr. McLAURIN. If it is in the first degree, it is amendable.
If it is in the third degree, it is out of order.

Mr.- BACON. That is true.

Mr, McLAURIN. As the Senator from Massachusetts says,
if his substitute is amended by the amendment offered by the
Senator from Rhode Island, then the substitute is amendable.

Mr. LODGE.  Certainly; but not——

Mr. McLAURIN. But I do not believe that part of it which
is the amendment of the Senator from Rhode Island is amend-
able.

Mr. LODGE. Certainly not. That is an adopted amendment.

Mr. McLAURIN. That is what I say.

Mr. LODGE. That portion of it is not amendable.

Mr., McLAURIN. It is not amendable. But I do think it is
amendable now, if the Senate so desires, because the proposi-
tion of the Senator from Massachusetts to substitute his amend-
ment for that of the Senator from Texas is either first or second.
If it is first, the amendment of the Senator from Rhode Island
can be amended. If it is second, the amendment of the Senator
from Rhode Island is not in order, because it is in the third
degree.

Mr. ALDRICH. Mr. President, if the Senator from Missis-
gippi will pardon me, the situation is perfectly clear. The
amendment offered by the Senator from Massachusetts is an
amendment in the nature of a substitute, to which substitute
I have offered an amendment; and pending the amendment no
further amendment to the substitute is in order. If the amend-
ment should be adopted, the substitute would then undoubtedly
be still open for amendment for the purpose of perfecting it
before the vote is taken on the final substitution.

That is the parlinmentary sitvation. It is as clear to me as
that twice two is four.

Mr. McLAURIN, It is very clear to me, too; but it is very
clear to me that exactly the reverse of what the Senator from
Rhode Island has expressed is the case.

Mr. President, I hope no objection will be made to taking a

vote to-morrow at 1 o'clock. I do not see how we can be dis-
advantaged. It does not make any difference whether the
view entertained by the Senator from Georgia prevails, or that
entertained by the Senator from Rhode Island, as to the amend-

ability of the amendment of the Senator from Rhode Island.
I can not see how anybody can be disadvantaged by it.

Mr, ALDRICH. I do not think so, either.

Mr. McLAURIN. I say that for the reason that at 1 o'clock
to-morrow, if anyone desires to oifer an amendment to the
amendment offered by the Senator from Rhode Island, it can be
done: and then the question whether or not it is in order can be
tested. The Chair can rule on it, or can submit it to the Senate
to know what the judgment of the Senate is as to whether or
not it is in order.

Mr. ALDRICH. The situation then will not be changed from
what it is now.

Mr. McLAURIN. I do not think it will, and I do not think
any advantage will be gained by objecting; becaunse the fixing
of an hour for the vote will obviate the necessity of having some
Senators remain here who are really not in a condition of
health to remain here all the time. I therefore hope that hour
will be agreed upon. ;

Mr. LODGE. Mr. President, I hope it will be possible to
agree to the hour of 1 o'clock to-morrow; but I merely wish to
say this, which I think everybody knows, but which it is per-
haps worth while to emphasize: After this matter gets into
the Senate, the entire proposition will, of course, be open to
amendment in the Senate, like the whole bill; and no one can
be deprived of any ultimate right of amendment that he will
have however this particular parliamentary question may be
decided. It will have to be decided now, or at any time that
it may be raised; but no right will be lost by doing this.

Mr. BULKELEY. Mr. President, the Senator from Rhode
Island made the statement that the view of the committee
was that beneficial associations were to be relieved in some
practical way, by an amendment, from the provisions of this
measure. I should like to ask him what those beneficial asso-
ciations include. Is it intended to include mutual life insur-
ance companies?

Mr. ALDRICH. I think not, Mr. President. That was not
my intention. I think beneficial organizations are included in
the terms of the amendment as it now stands. The commitfee
will consider all possible exemptions in such time as they have,
with a view to trying to arrive at a conclusion that will be
satisfactory to Senators in general.

Mr. BULKELEY. At some time, Mr. President, I should like
to offer an amendment which shall embrace and cover the inter-
ests of more than 5,000,000 of the voting population of this
country

Mr.
do so.

Mr. BULKELEY. I refer to the persons insured in mutual
life insurance companies. .

Mr. ALDRICH. The Senator will surely have an opportunity
in the Senate to do that.

Mr. BULKELEY. But I do not want to be met in the Sen-
ate with a motion to lay on the table an amendment of that
characler.

Mr. ALDRICH. I shall not be able to make any promises as
to that at this moment,

Mr., BULKELEY. I want to try to protect myself in ad-
vance, if I ean, so that that question, which geems to me to be
of very great importance, can be properly presented.

Mr. ALDRICH. There is no way in which I could, if I
wished to do so, preclude the Senator from Connecticut from
offering that amendment; and I certainly have no such dis-
position.

Mr. BULKELEY. I understand that; but it is very easy for
the chairman of this committee, as he has sometimes had oceca-
sion to do when I entirely agreed with him, to lay such a motion
on the table. He has seemed to have such power behind him
that I have joined in with him to do it. But what I desire is
this: I am ready to vote, because I am opposed to substituting
this tax for the income tax, and I am opposed to the income
tax, and I am opposed to any form of taxation other than that
provided in the tariff bill at the present time. I.believe it would
be a much wiser course for this body to drop the whole matter,
for a time at least, and let it go over until we meet again, in a
few months. Let us see what becomes of the work we have
done, whether or not it is of sufficient value in raising revenue
for the Government, and then, if necessary, determine upon
some additional form of taxation with which the people of the
country are satisfied.

Mr. MONEY. Mr. President, T rise to a point of order.

The VICE-PRESIDENT. The Senator will state it.

Mr. MONEY. I desire to know what the regular order is.

The VICE-PRESIDENT. The regular order is a vote on the
pending question. But pending that, the Senator from Rhode

\LDRICH, The Senator will have an opportunity to
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Jeland [Mr. AvpricH] has submitted a request for unanimous
consent, which fthe Chair has once put, and which ‘the Chair
will again put, and see if there is any objection thereto.

The ‘Chair assumes that the request of the Senator from
Rhode Island is understood. Is there objection to the request?

Mr. CUMMINS. Mr. President, I desire to more fully under-
stand the situation before 1 acquiesce in the request. I remem-
ber that immediately after the amendment offered by the Sen-
ator from Texas [Mr. Bammey] was brought before the Senate
the Senator from Massachusetts [Mr. Lopez] offered a sub-
‘stitute, and very promptly thereafter the Senator from Rhode
Island [Mr. AvpricH] offered an amendment to that substitute.
I was told that that was a 'bit .of parliamentary strategy,
adopted for the purpose of preventing any amendment being
offered to the amendment presented by the Senator from Rhode
Jsland, I had not at the time much sympathy with that way
«of doing business, but there was no other course available save
to submit to it.

We have argued the amendment upon that hypothesis. If I
am correct abount it, if that is the parliamentary situation, and
if at the appointed hour to-morrow we shall be called upon to
vote upon the amendment offered by the Senator from Rbode
Island, I have no objection to fixing that as the hour for the
vote. But if, a moment before the hour arrives, it is within
the power of the Senator from Rhode Island or any other Sen-
ator to offer an amendment to the amendment now pending, I
am not willing to be ecalled upon to vote upon that amendment
without the opportunity of discussing it.

I therefore rise to ask this parliamentary question: If we
consent in the manner suggested by the Senator from Rhode Is-
land, will any amendment to the amendment be received and
held to be in order?

The VICE-PRESIDENT. The Chair thinks the amendment
of the Senator from Rhode Island to the amendment of the Sen-
ator from Massachusetts must first be voted on. Thereafter
amendments in order could be offered, but not until then.

Mr. CUMMINS. With that understanding, Mr, President, I
have no hesitation whatever in acquiescing.

The VICE-PRESIDENT. Is there ohjection?

Mr. BACON. Mr. President, I understand the request for
unanimous consent of the Senator from Rhode Island is that
we shall then vote on all amendments pending or to be offered?

Mr. ALDRICH. That is correct.

Mr, BACON. In other words, we are permitted to offer them
as long as it is in order for us to do so?

Mr. ALDRICH. Without debate.

Mr. SHIVELY. But is it meant that if a Senator offers an
amendment containing new matter, he would have no right to
explain the amendment?

The VICE-PRESIDENT. Not after 1 o’clock.

Mr. ALDRICH. Not after 1 o'clock.

Myr. SHIVELY. I can conceive of an amendment that might
be offered after 1 o'clock that would suggest another amendment
on entirely new matter, and yet there would be no opportunity
for an explanation before the vote.

Mr. ALDRICH. Mr. President, of course, so far as the com-
‘mittee are concerned, they have no intention of offering any
amendments to the proposition before them. They propose to
stand, at the present moment at least, upon the proposition as
it is. I will say, in fairness to all Senators, that we have
no purpose of offering any amendment changing the nature of
the position at all.

Mr. MONEY., Mr, President, will the Senator permit me to
make a suggestion to him? i _

Mr. ALDRICH. Certainly.

Mr, MONEY. There seems to be a difficulty in the minds
of some Senators over the possibility that:a proposition may be
offered that will be new to them, at least in some degree, that
has not been covered by the debate, and about which they may
desire to express some opinions. I should like to suggest to the
Senator from Rhode Island that he fix the hour for the vote
to-morrow -evening at 4 o'clock.

Mr. ALDRICH. Oh, no!

Mr. MONEY. Let us have to-morrow for debate.

Several SExaTors. No! No!

Mr. MONEY. Of course, Mr. President, amid such a shower
of “noes,” I shall not go any further; but I did want to adjust
this difficulty if I could.

Mr. ALDRICH. If the Senator will permit me—

Mr. MONEY.
but it seems that other Senators do not share my views. But
as they do desive further time for debate, why mot, simply as a
.compromise, accept that suggestion?

Mr. ALDRICH. There are a number of hours between now.

and 1 o'clock. We have three hours to-morrow and two hours
left of to-day’s session, if Senators wish to occupy them.

‘sires to offer.

I am heartily with the Senator in his request;

Mr. MONEY. I do mot want .a single moment of the time
myself, Mr. President.

Mr. ALDRICH. That is five hours, in which, I think, any
‘Senator -can without difficulty explain any amendment he de-
If a Senator having such an amendment can not
make ‘the Senate understand it in five hours, he probably could
not make it understand it at all.

Mr. MONEY. Mr. President, I had mot quite concluded.
I will state that I rose simply to try to facilitate matters.
But asmo one on either side seems disposed to take any sugges-
tions, I am willing to let matters take their -own course.

Mr. SCOTT. Mr, President, I should like to ask the chair-
man of the Finance Committee why we can not have a vote
now? There are about 80 Senators here who have been here
sinee the 15th of March, and have said very little. The other
12 have done the most of the talking. I think we have thrashed
this thing out so that if we are at all capable of comprehending
it, we understand it now as well as we ever shall, _And I hope
that, in view of the hot weather, with all of us sweltering here,
the Senate will vote now, without postponing the matter until
to-morrow,

The VIOE-PRESIDENT. Is there objection to the request of
the Senator from Rhode Island?

Mr. NEWLANDS. Mr, President, I suggest that we take a
vote on this amendment to-morrow at 1 o'clock. Then, after
the amendment is voted on, I suggest that we proceed to per-
fect it, leaving the matter .open for amendment and for debate
upon the amendment. I think that was the understanding we
arrived at yesterday. :

Mr. CULLOM. Let us close the debate at 1.0'clock to-morrow.

Mr. CUMMINS. That is precisely what I have indicated or
attempted to indicate. If, after this amendment is adopted,
some one shall offer an amendment to it that entirely changes
its scope and either makes it better or worse, I for one am not
willing to vote without the opportunity of debate.

The VICE-PRESIDENT. Is there objection to the request
of the Senator from Rhode Island?

Mr. BURKETT. I bhave an amendment that I am very anx-
ious to offer to the proposed amendment of the Senator from
Rhode Island. I think before we vote on the amendment of
the Senator from Rhode Island -we ought to perfect it. But
from what the Senator from Rhode Island has said I under-
stand the parlimmentary situation to be that after his amend-
ment is voted on I can offer my amendment. But his reply to
the Senator from Nevada [Mr. NEWLANDS]——

Mr. ALDRICH. Do I understand that my proposition is ob-
jected to, Mr. President? :
The VICE-PRESIDENT. No objection has yet been made.

Mr. CUMMINS. There is an objection to the proposition——

Several BexarTomrs. Let us have the regular order.

The VICE-PRESIDENT. Is there objection to the request?

Mr. NEWLANDS. I object.

Mr, CUMMINS. I object toit, if T understand that all amend-
ments——

The VICE-PRESIDENT. The Senator from Iowa objects,

Mr. LODGE. Let us have the regular order.

The VICE-PRESIDENT. The regular order is the disposal
of the amendment of ‘the Senator from Rhode TIsland [Mr.
ArpricH] to the substitute of the Senator from Massachusetts
[Mr. Lopee] for the amendment of the Senator from Texas [Mr.
BAMLEY].

Mr. ALDRICH. And upon that I ask for the yeas and nays.

The yeas and nays were ordered.

Mr. BULKELEY. Mr. President, I have mo desire to delay
the vote. I simply desire to have some matter inserted in the
RECORD.

Mr. BACON. Mr. President, before the vote is taken, I have
an amendment which T desire to offer at the present time. It
may not be reached to-night, but I desire to have it printed, and
I ask thatit may be read. I shall offer itat the proper time.

The VICE-PRESIDENT. The BSecretary will state the
amendment proposed by the Senator from Georgia.

The SecrerarY. At the end of the amendment it is proposed
to insert as the minth paragraph ‘the following:

That every corporation, jolnt-stock ecompany, and association, and
every person in the United States holding the bonds, -dehentures, ‘or
other evidences .of indebtedness .of anq uoeaporatinn or association or-
ganized under the laws of either the United States or of any State or
Territory of the United States, shall, upon the right to hold and pos-
sess said bonds and to collect the principal and interest of said honds,
be subject to pay .ann ¥ -a special -excise tax eguivalent to 2 per
cent upon the annual Interest payabile upon said bonds.

That every corporation, joint-stock eompany, and association having
outstanding bonds upon which interest is payable annunally, semian-
nually, or quarterly, or at less -intervals of time, shall, on the 1st day
of October of each year, make out and transmit to the eollector of in-
‘terng] revenue Tor ‘the ‘district ‘in “which said -eorporation, eompany, or
association shall be situated a report of the sald outstanding bonds,
the denominations of said bonds, the aggregate amount of the same,
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the rate of interest payable on the same, and the dates when said in-
terest is due and payable; which report shall be transmitted forthwith
}.\y tyhhe ‘a“etchtm;i tto thre Commlssc}loner of -i:imemal Rmmd Iataszlil:iag.l
urther e duty of ey such corporation, com , &N -
tion, when such tn, beeginea due and able, topggguct and retain
from the proportion of said amount payable to each of the holders of
said bonds the amount of excise tax payable by said bondholder under the
provisions of this section, and to thereafter pay the same to the said
collector of internal revenue under the rtles and tions wwhich
ghall be ribed by the Commissioner of Internal Revenue; and the
recelpt of the said collector of internal revenue for the said amounts
thus paid to him by sald corporation, com , or on shall be
received said bondholder to the extent named therein in payment
of the ameunt due upon the bond or bonds so held by him.

Mr. BAOON. Mr. President, before the vote is taken on the
amendment offered by the Senator from Rhode Island, there
is an amendment which I desire to offer and upon which I ger-
tainly ought to have the -opportunity to have a vote at some
time. The smendment which I desire to offer is striking out
the enumeration in the second paragraph of the items which
ghall be deducted in ascertaining the amount upon which the
tax is to be assessed. The words are these:

Fifth, all amounts received by it within the year as dividends upon
stock of other corporations, joint-stock companies or associations, and
insurance companies, subject to the tax hereby dmposed.

That is, in the enumeration of certain deductions which shall
be made from the income of a corporation before the assess-
ment of 2 per cent shall be made. I desire simply to say to the
Chair—

Mr. CLAPP. Mr. President, will the SBenator pardon me for
just a moment there?

The VICE-PRESIDENT. Does the Senator from Georgia
yield to the Senator from Minnesota?

Mr. BACON. <Certainly.

Mr. CLAPP. To make that complete, ought not the Benator
to strike out also the words on page 2, beginning with line 3,
as follows:

Exclusive of amounts received by it as dividends upon stock of other
co ations, joint-stock companies or assoclations, or ce com-
panies, subject to the tax hereby imposed.

Mr. BAOON. I suppose, Mr. President, if the amendment
which I have offered were adopted, the language to which the
Benator refers would necessarily be modified.

Mr. CLAPP. Alse, on page 2, line 11, referring to corpo-
rations organized outside of the United States, should not there
be stricken out the words:

uf:xclusive oé jl.nwtn:il:.‘ist sg ogkgcelved by it as dividends upon stock of
go nf;nn cmh 121‘1::. til)o tl{l estax h:(:énbl;a m;a; ogéd 'aasoclatluns. or insurance

Mr. BACON. The suggestion of the Senator from Minnesota
is a very proper one. The provisions to which he refers all re-
late to the same matter. The only point I am after is this: I do
not care when we have an opportunity to make it, but we cer-
tainly have the right to amend this preposition, or attempt to
amend it, in such way as to perfect it according to our yiews,
if we have the votes to do so; in other words, we can not be cut
off from -action on this amendment by a parliamentary procedure.

As my opinion is that we have a right to now have the amend-
ment acted upon, I will state in a few words fo the Chair upon
what ground I base that opinion. The BSenator from Rhode
Island is correct in the suggestion that when a substantive sub-
stitute, one which embraces an entire proposition, is presented,
it being a complete proposition in itself, there should be oppor-
tunity to perfect it independently of the rule of amendment,
which relates to the prior proposition.

In other words, the original proposition should be perfected
as an independent proposition by the offering of amendments
and the action upon them; and in the same way the substitute
ghould be perfected; and then, when each has been perfected,
the parliamentary body has the opportunity to choose between
the two. It is manifestly impracticable under the ordinary rule
of amendment to take up an original proposition, then treat a
substitute as if it were a first amendment, and then proceed in
that way.

We had this matter before the Senate several times during
fhe incumbency of your predecessor, Mr. President, and the
matter was very fully argued. I think I do not transgress the
proprieties by stating that the former Vice-President agreed
with the propesition that was thus presented, and only awaited
an opportunity to make the ruling. He had gone so far as to
write it out, and stated to me the fact that he would be glad
for an opportunity to arise in order that he might make the
ruling. "It was to the effect that each proposition niust be
dealt with separately, and each dealt with as if it were an
independent proposition; and when it is dealt with, I repeat,
each being perfected, the body is in a position to choose between
the two,

The point I desire to make to the Chair is this: Assuming
that as the correct procedure, which it undoubtedly is, every
incident relating——

Mr. ALDRICH. Mr. President——

Mr. BACON. If the Senator will pardon me until T finish
the sentence——

Mr. ALDRICH. I suggest that there is no use in discussing
a guestion now that may come up hereafter.

Mr. BACON, It is coming up now.

Mr. ALDRICH. The Senate has been waiting for the arrival
of a Senator who was sick, in order to vote, and I ask the Sena-
tor to defer his hypothetical suggestion until after the vote is
taken.

Mr. BACON. T think now is the proper time, but if the
Senator will consent to my offering it afterwards, I am content.

Mr. ALDRICH. I do not know what the proposition of the
Senator is. I have not been able to hear him. Of course the
rules of the Benate, I take it, will be enforced as to any amend-
ment that may be offered.

Mr. BACON. YVery well, then. That being the case, I will
have to ask the ruling of the Chair.

Mr, ALDRICH. I suggest to the Chair that we are not dis-
cussing moot questions.

Mr. BACON. 1T have offered an amendment.

Mr. ALDRICH. No amendment is in order now.

The VICE-PRESIDENT. The Senator from Georgia pre-
sentedl an amendment which, as the Chair understood, Ite did
not formally woffer. Does the Chair understand the Benator te
offer the amendment now?

Mr. BACON. Yes; I do.

The VICE-PRESIDENT. The Chair mmust rule that the
amendment is not now in order, it being an amendment in the
third degree.

Mr. BACON. I am perfectly content with that, in the assur-
ance that that amendment must be in order at some time, and
therefore, if not in order mow, it will be recognized hereafter.

Mr. SHIVELY. I do not intend, Mr, President, to detain the
Benate at all by any discussion, but I should like to have per-
mission to have the Secretary read a short communication.

The VICE-PRESIDENT. In the absence of objection, the
Secretary will read as regquested.

T'he Secretary read as follows:

OrFICE oF CiTiZENS' BUILDING
A¥D LoAW ASSOCIATION, " B,”
La Fagyette, Ind., June 29, 1909.
Hon. BENTAMIN F. SHIVELY,
Washington, D. C.

Dranr 8Sin: The unders! directors of the Citizens' Building and
Loan Association, of La ., Ind., respectfully but earnestly wish
to protest, through you, t the proposed tax upon the net earnings
of corporations, so far as the same relates to building and loan as-
soelations, believ! that such a tax would be disastrous to them. They
are not org\nhed or profit, but for the public good. This association
bas been in existence for more than twenty-three years and solely
ﬂmn{ﬁ its agency hundreds and hundreds of dwellings have been buflt
for laboring people and those of limited means who otherwise wounld be
without a home and ing rent.

No ries are d except to the secretary. Some of us have been
directors from its Ince?tion, and all for many years, serving witheut
salary. The success of the institution is a matter of great pride to
us, and the good it is doing in securing homes for worthy but poor

ple, them better and more patriotic citizens, making them
tead of dependent, because they become seized of a fee-

simple title to a part of this great country, is reward enough for us.
The State of Indiana makes ample provision for inspection and super-
Egiontzg the auditor of state, and our books and reports are regularly

‘E‘ica peal to you to use your inflnence against the passage of this
hill so far as the same affects building and loan associations, believin,
as we do that its pas%al%o would seriously damage such associa an
place an additional burden unpon the man who is struggling to pay for
the little home that shelters his family.

Respectfully, yours,
Jorx B. WAGNER,
CmarnEs F. WILLTAMS,
RoBT, PRASS,
H. ROSENTHAL,

Mr. SHIVELY. I have only offered that as an expression of
the sense of a large body of citizens of Indiana.

The VICE-PRESIDENT. The question is on agreeing to the
amendment of the Senator from Rhode Island [Mr. ArpricH]
to the substitute of the Senator from Massachusetts [Mr.
LopeE].

Mr. DICKE. Mr. President, in line with the communication
which has been filed by the junior Senator from Indiana [Mr.
SaIvery], T have a large number of communications from build-
ing and loan associations in Ohio asking for the exemption of
building and loan associations from the operations of the cor-
poration-tax provision. I will mot ask that they be read, but
will ask that they be printed in the Recorp; and at-the proper
time I shall offer an amendment to exempt building and loan
associations from the operation of the proposed act. -

J. L. CALDWELL,
JorN M. HERTLEIX,
BArNEY C. WIEBERS.
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The VICE-PRESIDENT. In the absence of objection, per-
mission is granted to print the matter referred to in the
REcorD,

The matter referred to is as follows:

TaE OHI0 MUTUAL BAVINGS AND LoAN COMPANY,
Cleveland, Ohio, June 28, 1909.
Hon. CEARLES DICK,

United States Senate, Washington, D. C.

Duar Sir: I desire to interest you on behalf of the building and loan
companies, aski that they be exempted from paying the corporation
tax as proposed in the tariff bill now under consideration.

Practically all of the loans of such are in comparatively small
amounts and to people making monthly payments thereon. he bor-
rower is usually a member holding stock of the compsf_f and depends
upon the dividends to help pay the debt; thus, if dividends are de-
creased for any reason, that much longer time is required to pay the
loan. For this reason most building and loan companies have a ve
lm-f stock account and very small deposits, exactly reversing the usual
bank conditions, and for this reason such a tax would cost such insti-
tutions an enormously larger proportion of tax than in most other forms
of corporation. )

For instance, this compa:ly. with $425,868 of ecapital, has onl
£113,032 of deposits, and total assets of $641,464, while most any b
with that amount of capital would have from five to twenty millions
of deposits, and not lpay any more tax than we.

Respectfully submitted for your consideration.

C. F. Dixoxn, Becretary.

WoosTER, OHIO, June 23, 1909,
Hon. CaArLES DICK,

United States Senate, Washingion, D. O.

Dear Siz: In your consideration of the tErtn:um:ed corporation tax we
wish to urge gou favorably to consider the exemptions made in the
President’s recent message. This tax, if placed upon the local building
and loan companies, would certainly work hardship to the many thou-
sands of wa%e-earners who are its patrons.

Very truly, yours,
THE WOOSTER BUILDING AND LOAN AssociaTioN Co.,
J. W. HookB,-Secretary.

MARIETTA, OHI1O, June 29, 1909,
Hon. CEarLES DICE,
Washington, D. C.

DEAR Si: Representing 1,500 stockholders—for the most part small
wage-earners that can 1ll afford such a penalty upon their thrift—we
earnestly request your assistance in securing the exemption of building
and loan associations from the operation of the prop corporation

tax,
Respectfully,
L o Trae ProNeer CiTY BUILDING AND LoAN COMPANY,

Was. H. H. Jerr, President.
J. 8. H. Tor~NER, Vice-President.
8. J. HarHAWAY, Second Vice-President.
Frep W. TorNER, Secretary.
7. C. BRENAN, Aftorney.
J. M. WILLIAMS,

- D. G. BORGL.
C. L. BalLey.

EasT LIVERPOOL, OHIO, June 16, 1909,
Hon, CHARLES DICK,
Washington, D. C.

My DEAr SexaToR: Does the proposed law taxing the net income of
corporations include in its provisions the taxing of mutual savings banks
or bullding and loan associations? If so, do you not think they should
hﬁ exem 'Pﬂl from its provisions, and will you not take steps toward
that en

The building and loans of the State have over 400,000 members, with
assets of over £140,000,000, and should not be taxed for being thrlrty
and economical.

Awaiting an early reply, I am,

Yours, most respectfully,
Jxo. J. PURINTON, -
President of Ohio Building Association League.

AERRoN, Omio, June 28, 1909,
Hon. CHARLES DICE,
Washington, D. C.

Dear SiR: We wired you this morning as follows: * Kindly use
efforts to have building and loan associations exempted from cor-
poration tax.”

Will you please use your best efforts to have building and loan asso-
ciations exempted, from the fact that these institutions are mutual
ones and are operated exclusively for the benefit of the members, and
the profits are distributed, and we sincerely hope that the recommenda-
tions will be followed and that the associations may be exempted.

Thanking you for nnf efforts put forth in our behalf, we are,

Yours, respectfully,
THE HOME SAVINGS COMPANY,
W. C. HaLL, President.

Toe BRUNER-GOODHUE-COOKE COMPANY,
kron, Ohio, June 28, 1909,
CHARLES DICK '

Hon. »
United States Senate, Washington, D. O.

My Dz?]n Bﬁ::[amn: There istalblll no‘; before tihem‘é!lennteu;hich,
among other ngs, proposes to levy a per cen on net
lnm?mge of buﬂdlmf and loan associations throughout the country.

This, as you well know, will be an imposition of a burden which no
building and loan association can stand. They are to a certain degree

hilanthropical institutions, and by imposing a tax on their business
t would be the grossest hardship to millions of their patrons. You
are well enough versed in the matter and the cheapness with which
these concerns are run to know that this tax could not be paid by the
assoclations, and would eventually put them all out of business.

Trusting you will give it your attention, and with kindest regards,

am, .
: Yery gincerely, yours, ;| N. P. GoopHUR.

WAVERLY, OHI0, June 29, 1909,
Hon. CHARLES DICE,
Washington, D. C.

DeAr SENATOR: I noticed In last Sunday's paper that the bill intro-
duced in the Senate proposes to tax all corporations 2 per cent on
their net earnings, which will include building and loan companies.
The State of Ohio has probably the largest number of building and
loan companies of any State in the Union, and has more money in-
vested in such companies. Three-fourths of this money was placed in
such companies by the fi 1 laboring man and woman. A 2 per cent
tax on the net earnings of such companies will put them out of busi-
ness or bring about an increased rate of interest to borrowing members.
The law now in this State requires at least 5 per cent of the net earn-
ings of such companies to be set apart as a * contingent fund” for
contingent losses. I am the attorney for a local company at this
g[nee, and our company has only been able to pay a semiannual

ividend of 2§ per cent. Not many other companies pay any better.
They can not unless they exact an unreasonable rate of Interest. You
can see what a tax of 2 per cent on the net earnings would do to such
companies., I could see no serious objection to the bill recommended
léy he President, for he proposed that building and loan be exempt.

'ompanies earning less than $5,000 ought to exempt. The meas-
ure an y, like an income tax, is odious to the average man and will
prove to be very unpopular with the peo;‘u[te, and such measures ought
not to be resorted to in times of ce, hope you can see your wa
clear to help defeat this bill so far as it will apply to building. an
loan companies,

Very respecifully,

y
d
F. B. DouGHERTY.

Tro¥, y 1909.
Hon. CHARLES DICK, 0B10, June 8, 1
Washington, D. C.

DEAR Sir: At the regular meeting of the People’s Bullding and Sav-
ings Association Company last evening I was directed by the unani-
mous vote of the directors to write you to use your influence and vote
to secure for building associations the exemptions in the proposed cor-
poration tax sugﬁeabed by President Taft.

Our own de| ts represent almost entirely the savings of the wage-
earners of this citgl, and speaking for the directors, who, with one
exception, are Republicans, and for myself, a member of the same party
and an officeholder by virtue of my membership in it, I do not believe
that the RePubllesn pagfly can afford to place a tax upon the thrift of
this class of people, while ignoring the ogportnnlt-leu resented by the
income tax to lay the burden upon those best able to bear It, and who
for the most part escape their a%gt i)roportlon of the Nation’s taxes.

Whether it is just or not, there is a feeling that our party has not
kept faith in revising the tariff qunrd, and to impose a d’l'rect tax,
like that proposed by the corporation tax, would appear to the people
only as another evidence of our %arty’s and our representatives' En-
difference to that great majority—the common people.

1 am writl this because I believe that not only natural justice,
but party expediency, demands that for the balance of the sesslon of
Congress the Republican party should father only such legislation as
will remove the feeling that ‘gpeak of and make the wage-earner feel
that his voice has penetrated Washington and that the party will pro-
tect his modest savings from the exclse man,

Very truly, yours,
J. C. FuLLERTON, Jr.

Hamiurox COUNTY LEAGUE OF BUILDING ASSOCIATIONS,
nnati, April 1, 1909,
Hon. CHARLES DICK,
United States Benate, Washington, D. C.

Dear Sir: The board of trustees of the Hamilton County League of
Building and Loan Association have instructed me to inform you of
their fears that the new tariff and taxation bill when completed will
contain a clause levying a tax on dividends declared by corporations,
Unless otherwise provided, a clause of that kind would tax the earnings
of building and loan assoclations.

The statutes of Ohio, as do the statutes of nenrlfzevery other State,
require that a building and loan association organize as a stock com-
pany, and as such e assoclations are required to distribute their
earnings in the shape of dividends to the credit of the members. Sec-
tion 25 of the Ohio law governing building and loan associations reads,
in part, ““and a further portion of such earnings, to be. determined by
the board of directors, shall be transferred as a dividend annually or
semiannually in such proportion to the eredit of all members."

We assume that it is not the intention of the Members of Congress
to include in its legislation anything that would have a tendency to
destroy the influences for thrift and economy exerted by building and
loan associations.

We therefore respectfully request that in the rramlng)u! the tariff or
taxation law you prevent the application of provisions inimical to build-
ing and loan associations. '

According to the state report, just issued, the assets of the asso-
ciations in Ohlo aggregate the sum of $139,5}40,424.57, and the mem-

bership is 327,662.
Very respectfully, FRED. BADER, President,

; CoLuMmeus, OHIO, June 28, 1909.
Hon. CHARLES DICK

© United States Senate, Washington, D. C.
Dear Sir: Representing the bankers of Ohio, we respectfully urge
ou to use your uence in exempting from corporation tax allybnni.
fng institutions, +
THE OHIO BANKERS' ASSOCIATION,
By W. F. HoFFMAN, President.
8. B. RANKIN, éecretar:v.

FrEMONT, OHIO, June 30, 1909,
Hon. CHARLES DICK,
Washington, D. C. =

My Deie SeNaTor: I am writing you a few lines, as a friend of yours
and a good Republican, to inform you what the people who are stock-
holders In various corporations in this city think of the 2 per cent tax
proposition that Co:ltlgress is trying to impose upon corporations. If
the people all over the muntg feel as they do around here in regard
to it, it will certainly defeat the Republican party in 1912,
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You knew the corporations have to pay their state eor?oratian taxes,
and our taxes at home now are over 4: per cent, which is all that the
average person can afford to pay in taxes; and now if we have to pay
an additional government tax. of 2 per cent, all small ecorporations
mi§ht as well go out of business.

f the Gevernment would stop sending out such vast gquantities of
grinted matter, that is scarcely ever read by the average person and only
hrown into wastebaskets, it would go quite a ways toward meeting
the required deficiency that the Government clalm they need; also a
great many other extravagant expenses could be curtailed.

I'am a high-tariff man, and I firmly believe that the tariff shounld be.
keﬁ't high enough to meet all legitimate expenses of the Government.

gincerely trust you and Senator Buwrox will do all in your power
to:defeat the 2 per cent corporation tax.

Yours, very respectfully,
A, H, JACESON  MANUFACTURING COMPANY,
By A. H. JACESON, President. i2

P. 8.—If you are really convinced that a tax should be levied on
corporations, it should be on. all amounts in excess of all earnings of
at least 10 per cent, which wounld cover dividends and. wear tear.
of machinery and buildings. After that amount. is exempt it wonld
not matter if the tax was even 3 or 4 per cent, as a corforatlon makln;i
more than that amount could well ord to pay it trust you will
do all you can to get things fixed up properly.

CINCINNATI, OHIO, July 1, 1909.
Benator CHARLES DICk,
Washington, D. C.:

We protest against the passage of the proposed bill taxing the net
income of corporations. As common stock can receive no dividends until
bonds and preferred stocks are cared for, it in effect places the burden:
entirely: upon the holders of common stock, who are usually those
actively engaged in the building u& of their industry and of such moder-
ate. means that it is necessary that they take (lie risks of the busi-

ness for the chance of securlng greater raie of income. It leaves
untouched those securities which are most generally held by people of
large fortumes. It Is peculiarly unfortunate at this time Fha this

burden should be thrown upon the common-stock holders owing to the
growing disposition upon the part of corporations to interest thelr work-
men more closely with them through ownership of common stock in

the corporation, as common stock reflects the inereased effiel and
not the preferred. That workingmen: will' avail themselves. such’
oppertunity, I might mention this company has had such plan in effect

for twelve years, and its ern;!;loyeee- other than Its officers own In
excess of $2,000,000 worth of its stock, every share of which is com-
mon. We ask that your efforts be exerted against ‘passage,
THE PrRoCTER & GAMBLE COMPANY,
WiLLiAM CoOPER PROCTER, President.

KuxTox, OH10, July 1, 1909.
Hon. Cmarres DIck

United States B'emtte, Washington, D. C.:

We most earnestly protest against corporation-tax amendment as
ross injustice to II;‘.ml:lll stockholders. Hope you will vote and use your

enee Aga
CHAMPION IRON COMPANY.
EENTON NATIONAL BANEK.
EexToN GAs ENGINE COMPANY.
CEMENT BLOCKE AND ROOFING COMPANY,
Sc1oTo SIGN COMPANY.
Roser RUNELE COMPANY.
COMMERCIAL  BANE.

BLANCHESTEER, OHIO, June 29, 1909,

&

Hon. CHARLES DiICE,
Washington, D. O.

Dear Siz: We beg to express the hope that yom will oppose vigor-
ously the pro corporation-tax  amendment. It seems to us ﬁroat
this law would be a very unfair discrimination against the corporations
that compete with individuals and firms or copartnerships dolng a
similar business.

Nearly all of our competitors are individuals or co
we do not feel that we will be recelving a * square
should become a law.

We have ne objections: to tax the incomes of corporations, pro-
vided a similar tax is charged against the Incomes of individuals: and:
firms. lieve that corporations are entitled to and should receive

tnerships, and
badgh | <4 aet

uare deal.
e will he-{ag much pleased to receive a favorable reply from you.
ruly, ¢

Yours, »
TaHE DEWEY BrRos. Co.

CoLuMmBUs, OH10, June 28, 1909.
Hon. Caaries DICK,

United States Senate, Washington, D. O.

Dear SBim: We hepe you will onose and use your influence against
the proposed law taxing the net income of corporations; As you are
aware, we pay the State 2 per cent on capital employed. In addition
to this, our city taxes are 3.30, while the margin of profit in all whele-
sale lines is constantly growing narrower. Thia condition and: the
steady increase in salaries doe to the higher cost of living wounld make
thiz additional tax a greater burden than our business would justify.

Thanking you in advance for any effort you may make, we are,

Respectfully, yours,.
g Tae SHELDON DrY Goops Co.,
Roer. BE. SHELDON, President.

Tap COLIN GARDNER. PAPER: COMPANY,
Middletown; Ohio, April 87, 1909.
CHARLES DICK,

United States Senate, Washingion, D. O.

Dear Sir: Noting what is being dome regarding the tarif and the
talk of adding to it tax on dividends of corporations and inheritances,
I wish to say that, having talked with a great many of our business
men regarding this proposed tax, I have yet to find one who thinks
the emergencies demand.a tax of this kind: This would be p ina
time of war, but under present conditions I. feel sure it be - a

Hon

deathblow to Republican success in the coming elections, and I feel sure
it would result in the Democrats carrying our State. [ therefore urge
upon you the importance of eliminating such taxes as those above
named from the Payne tariff bill.
Hoping your vote may be recorded against them, I beg to remain,
Yours, very truly,
C. GARDNER.

| PrepasoxT, OHI10, April 23, 1909,
Hom. Cn.umﬁx DicE,
| as.

hington, D. C. :

My Dear Siz: I write to urge that you suppert the i tax a
‘ment to the tariff bill. I feel sure that in so do you will register the
|will of a large majority of your constituency. is method of raising
revenue will infliet ne hardship, while a tariff on necessities im
burdens upon. those least able to bear them. You represent a large
_;_‘.ﬁ::mgnwealth, in which' the middle classes deserve the greatest con-

ration.

You need not be advised as regards the iniquities of the present
tariff system. You: well' know the fallacy of the protective tariff
scheme, though you are perhaps committed’ to the same. Why not
break away from servility to the favored few and finish your senatorial
jcareer in ense of the many? You ean yet make us all proud of you:
|No public man who dares stand up in  deféense of the common. people
‘has ever yet gone unrewar

Very sincerely, yours;

A. C. WaLnACE,
Aw obscure farmer.

SpPrRINGFIELD, OHIO, June 2§, 1900,
CHapLES D1

Hon. CEK,
Uwited States Senate, Washington, D. C.:

On behalf of the stoekholders of the Springfield Rallway Com Y
wheo would suffer by the levying of a tax on the net receipts a.ngaghe
diserimination thereby made, and as it is an attempt by indirectlon to
impose an. income tax, I desire to ?rotest'agninst the passage of the

pending and trust that it will not prevail.
' _ OscAr T. MARTIN,
DaxroxN, OHIO, June 2§, 1909,
Hon.

CrarLES DICE, ;
United Stutes Renate, Washington; D. O.:

The stoekholders of the People’s Railway Company, Dayton, Ohi
protest against the tax upom corporations as unjust and'discrlmi'naﬂn&
THE PEOPLE’S RAILWAY COMPANY,

By J. A. McManoN, President.

CLEVELAND, OHIO, June 2}, 1909,
Hon. CHARLES DICE,
Renate:
We apprehend that a complete and impartial consideration of the
numerous that life’ insurance companies are now taxed will dis-
close that any additional taxation in that direction would be entirely
unjust, and we earnestly hope that you will favor the on of
life insurance com from the p corporation-tax bill.
Wu. H. HONT,
Acting President the Cleveland Life Company.
. w. SHELTON,
Seeretary.

CixciNyaTI, OHIO, June 23 1909,
Hon. CaArLEs DIcE, :
Benate, Washington, D, O.:

We hope you may see your way clear to assist in securing
exemption of’ {ife insurance companies from proposed tax on net in-
comes of corporations. Life companies now Eea.r & heavy burden. of
taxation in States and Territories, out of proportion to that paid
by other corporatioms. All these taxes fall on the policy holder or on
u{e beneflelary of insuranee; a class of citizens, as a rule, least able to
bear such exaetions. Letter follows.

: Jrsse B. CLARE,

President, the Undon Central Life Insurance Company.

CINCINNATI, OHIO, June 2§, 1909.
Hon. CHARLES DICK,

Renate:
Respectfully urge exemption of life insurance companies from 2 Per 3
cent corporation tax., Large portion of such tax would unavoidably fall

upon: policy holders..

TaR CoLumBia LiFe INsurance COoMPANT,
W. C. CURLKINS, Vice-President.

THE CLEVELAND LIFE INSURANCE COMPANTY,
Cleveland, Ohio, June 25, 1909,
CHARLES DICE,

United States Senate, Washington, D. C.

My Dean: SgNaTOR: This is merely to confirm telegram sent you to-
day from this office.

‘e apprehend that a complete and Iimpartial consideration of the
numerous ways that life insurance companies are now taxed will dis-
close that any additional taxation in that direction would be entirely
unjust, and we earnestly hope that you will favor' the exemption. of
life insarance companies from the proposed corporation-tax bill.

ing kind personal regards, I beg to remain,
Very truly, yours, WM. H: HUxT,
5 Acting President.

| SR

DaxroN, OHIO, June 25, 1909,

Hon. CHarLES DICEK,
Wash: 3 . Q.2

We respectfully but' earnestly protest against the proposed. tax on
corporations.

C. W. RaYMOND COMPANY,
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CaxTtoN, Omro, June 2§, 1909.
Hon., CHARLES DICE,
Washington, D. C.

Desr BIr: Regarding the contemplated bill to tax corporations on
their earnings, beg to advise you of a few reasons why we consider it
impracticable and unbusinesslike,

f we are rlfhtly advised, should this bill become a law, it will tax,
at the rate of 2 per cent, the earnings of all corporations, but not
necessarily partnerships. This will necessarily mean that each cor-
poration must furnish to the proper authorities and make public the
result of each year's business. In event a corporation shows, by Its
balance sheet at the end of the year, that it has lost monef or made
little or nothing, and this information is given to the wor d at large
we, as a firm selling to that house, would I}:trr:ahahlj' refuse to do busi-
ness longer with them, except on a C. O. D. basls, Our action would
be similar to the action of probably all other firms, and the banks with
whom thls firm might be doing business would, in all robnhtltt{ re-
strict or decrease the line of credit. The resultant effect would be
their failure, precipitated solely by the information given as to their
financial condition. On the other hand, if this information was not
given in a case of this kind, and it was generally known that the firm
was not losing money, they would probably pass through the crisis.
Now, take the other case: Suppose a firm is capitalized at $1,000,000
and Is doing a ve lucrative business—let us gay they are makin
£500,000 on thelr million—this information must be gli\'en to the world.
What Is the result? It immediately invites competition in that par-
ticular line, . 1f a man is looking for an investment in business and

* {s undeclded where or how to invest his money, and learns that some
particular firm is making 50 per cent per annum on a certaln invest-
ment, the natural conclusion would be that the Investor will endeavor
to engage in that line of business rather than one that is less luerative,

Again: The dishonesty of purpose and dlshoneatf of fact in the
average corporation is so much a part of their business that correct
returns need not be looked for any more than one puts in an abso-
lately correct valuation of real estate, persomal property, ete., to
the tax office. You know, we know, and everybody knows, that

roper returns are not made for taxation; and this invites that same
fhlng. Let us auﬁ se, for instance, that this $1,000,000 firm, that
makes one-half million a year, does not care to fay $10,000 to the
Government annually, or 2 per cent on the half-million earnings. What
do they do? Pay out to the ﬁmﬁdent 100,000 ; to the vice-president,
$50,000; to the secretary, $25,000, and so on down the line. These
presldents, vice-presidents, secretaries, etc., ean become imbued with
a philanthropic spirit the next day or two after the returns are
made to the proper authorities, and being in a charitable mood th
can return, make a present or donation to the firm of $100,000, 350,00?;
or $25,000. Who can prohibit a man from giving a donation to a char-
jtable institution? And what law will ever be enforced to prohibit a
munhm_ukIng a donation to a flrm he is interested in? No one on God's
earth.

Therefore, for these reasons alone, we believe the bill will be a fall-
ure in its operation, if made into a law.

As one of your constituents we would like to have your views on the
subject, and if the deductions we have made here are erroneous or in-
correcthin one or more particulars, we would like to be enlightened and
set right. :

Yours, truly,
TiIMEEN RoLLER Beaming Co.,
W. B. TiMEEN, Becretary and Treasurer.

EXECUTIVE DEPARTMENT,
THE UNION CENTRAL LIFE INSURANCE COMPAXY,
) Cincinnati, June 2§, 1909,
Hon. CrARLES DICK,
United States Senate Chamber, Washington, D. C.

Dear Sik: As president of The Union Central Life Insurance Com-
pany, of Cincinnati, I took the liberty of sending you yesterday a tele-
gram as follows:

“We earnestly hope yon may see your wa
ing exemption of life insurance companies from proposed tax on net
income of corporations. Life companies now bear a heavy burden
of taxation in all States and Territories out of proportion to that paid
by other corporations. All these taxes fall on the policy holder or on
Lge beneficlary of insurance, a class of citizens, as a rule, least able
to bear such exactlons. Letter follows."”

Because of the great importance of the subject I have thought it
proper to supplement this message with a letter stating briefly some
reasons for urging that life insurance companies be exempted from the
proposed tax. Withont attempting any extended details of arguments
supporting the claim that life insurance funds should receive such
Eslr.emptLon, II shall refer only to the two propositions suggested in my

spatch, vig:

irst. Life insurance companies are already subjected to heavy taxa-
tion in all the States and Territories in excess of the proportion paid
by other corporations.

Second. Taxes im}xjsed on life insurance companies are a burden,
not on the corporations or the stockholders, if any, but on the policy
holders—the widows and orphans—the * wards of the law,” who have
the greatest need for its protection.

Life insurance companies are now gayigg in taxes on their premium
receipts and other assets more than $10,000,000 a year in the various
States and Territorles, in addition to taxes on real estate and other
tangible property, and in addition to fees and miscellaneous charges
aggregating over $2,000,000. The Union Central Life Insurance Com-
pan as paid during the past year in local taxes and taxes im the
various States and Territories in which it is engaged in business the
sum of $066,557.26. .

These vast sums, in excess of all needs for expenses of state super-
vision, are taken by the States as revenue for general purposes. If
this money were not thus demanded of life insurance companies, it
wonld be used, under the law and policy contracts, to reduce the cost
of Ilnsura.nce to policy holders.

clear to assist in secur-

n Au t, 1008, the Natlonal Convention of Insurance Commis-
gioners, in session at Detroit, Mich.,, in an effort to combat this grow-
ing evil, adopted a report and recommendation on the * Injustice and
inequality of life insurance taxation.” - In this report the commis-
gloners clearly pointed out that life insurance taxes are a burden on
the polley holders and not on the company, and made this statement
among others:

“ Life insurance taxes elther increase the cost of insurance or di-
minish the amount of it. In the one case they fall on %!e pggg

holders, in the other on the beneficiaries of the insurance.

-and

should not permit the misappropriation of these funds by insurance
management ; it should not itself divert them from their intended use.”

It seems to me this statement of the commissioners applies equally
well to the General Government. I sincerely hope you will be able
to take that view, and contribute your valuable assistance to the interest
e rotection of the citizens who invest their money in life insurance
policies.

Yours, respectfully, J. R. CrARK, President.

CoLuMBUS, Onio, June 2§, 1909.
Hon. CHARLES DICE,
United States Benate, Washington, D. C.;
The executive committee of the Ohio State Life Insurance Company
respectfully uests that such companies be not included in the pro-
posed

law to tax corporations.
. Lewis C. LAYLIN, President.
JouN M. Sanrvem, Secretary.

Daxyrox, 010, June 2§, 1969,
Hon. CHARLES DICE,
Washington, D. C.:
As large manufacturers, we enter vigorous protest against corporation

BuckEYE IrRON AND BrAass COMPANY.

DayTox, OH10, June 24—25, 1909,
Hon. CHARLES DICE,
Washington, D. O.:

Representing nearly 400 stockholders of the City Rallway Company,
of Dayton, we protest against the passage of the corporation-tax amend-
ment as an lm;u-Ious and gjxcr!m nating measure. We trust that you
will vote against passage of same.

= & THE CITY RAILWAY COMPAXNY,

BE. D. Geives, President.

Daxrox, OHIO, June 2§25, 1909,
Hon. CHARLES DICE,
Washington, D. C.:
We protest against the passage of corporation-tax amendment as
an Injustice to stockholders in corporations.
TaHE Tower VARNISH AND Dryer Co.

DayToN, OH10, June 26, 1909.
Hon. CHARLES DICK
Washington, D. 0.:
The proposed corporation tax is unjust diserimination.

We very
respectfully protest.

CerawrORD MCGREGOER & Co.
Dayrox, OH10, June £6, 1909,
Hon. CHARLES D

ICK,
United States Senate, Washington, D. C.:
We respectfully but vigorously protest against proposed tax on cor-
porations.
HoME TELEPHONE COMPANY,
J. E. Frioar, Vice-President.
Daxrtox, OH10, June 26, 1909,
Hon. CHARLES DICK @
Please file our earnest protest against proposed tax on corporations.
- SEYBOLD MACHINE Co.

Daxyrtow, OHIO, June 26, 1909,

Hon. CoarLES DICE,
Senate:
Proposed tax on corporations is a double tax and unjust.
nestly protest against it

We ear-
Joxce, CripLE & Co.

Dayrox, OHIO, June 26, 1909,
Hon. CHARLES DICE,
United States Senate, Washington:
We respectfully protest against corporation tax, as we consider it
unfair,
Brow~NELL Co.

~ DayrTox, OH1O, June 23, 1909.
Hon. CHARLES DICK

United States Senate, Washington, D. C.:

We earnestly protest against taxing the lncomc.s of corporations hav-
ing unlisted securities,
THE LOWE BROTHERS' COMPANY,

DAYTON, OHIO, June £5, 1909,
Hon. CHARLES DICE,

United States Senate, Washington, D. C.:
We respectfully but earnestly protest agalnst proposed tax om cor-
porations. It is decidedly unjust.
SToMPs BUREHARDT COMPANY.

DaxyrTox, OHIO, June 25, 1909,
Hon. CHARLES DICK

United States Senate, Washington, D. O.:

We feel corporation tax is an unjust diserimination against corporate
interests of the country. We prefer a stamp tax as being more equit-
able and believe it easier to collect.

BEAVER S0AP COMPANY.

THE DILLER MANUFACTURING COMPANY,
Blufften, Ohio, Junc 23, 1909.
Senator DICKE,
Washington, D. C.
DeAR SENATOR: The writer incloses a copy of his letter to President
Taft, and requests that you use your influence to secure the defeat, or
at least the modlification, of the proposed measure, h

Respectfully, yours, PETER DILLER.
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JuNe 23, 1909.
To His Excellency WILLiaM H. TarT,
President of the United States, Washington, D. €.

ESTEEMED Sin: The writer wishes to voice an earnest gmtest a‘fuinst
your recommendation to tax the net profits of corporations, and be,
to point out a few phases of the proposed legislation which, in h
opinion, merit your further consideration.

Permit me to state at the outset that such legislation would prove
fatal to many small industrial corporations. It would affect a property
right, by compelling these corporations to reveal their private ?Jua?greaa
to unincorporated competitors,

Another aspect of the proposed measure, and one which has appar-
ently escaped the attention of the press, is the fact that it would wipe
out the close corporation. This is quite right with certain classes of
corporatio but not with all. The close industrial corporation is a
time-honored institution, and should not be thus ruthlessly dealt with.
The stockholders whom I represent in this company would surrender
their charter rather than conform to such an invasion of their private

rig‘l:_lts.

ou advance as an argument in favor of the proposed measure the
limited llability of Stockholders. How about the lfmi:ed company which
is not incorporated?

You also state that it would tax success. Be% to state that the
ippmpriaten&s! of this comment hinges on your definition of the word.

any eminently successful men have nearly all thelr assets in bonds
or real estate. I am therefore obli to assume that you mean by
success the effort and enterprise which rightly lead to the accunmulation
of progerty. I am unwilling to believe that yon have fully considered
this phase of the subject and that you would wittingly substitute en-
terprise for property as the basis of taxation. '

to_suggest that a wisely enacted national incorporation act
would avoid the objections to the proposed legislation and at the same
time yield vast revenue to the Federal Government. Moreover, the
honest company would prefer to have a national charter and be freed
from unnecessary state restrictions. What has become of our much-
vaunted free trade among the States when an Ohio corporation must
N{ a special tax in several SBtates in order to transact business there?
think it can affirmed, without fear of snccessful contradiction,
that small corporations are already paying much more than their pro-
ortionate share of taxation. If the present policy of saddling taxa-
ion on the corporations is to be continued, the day is not far distant
when the small corporation will be taxed out of existence.

There is still another phase of the proposed measure, but the writer
holds you in too high esteem to assume that this measure is to be made
a subterf for tariff reform. This would indeed be * welding a
pewter handle to the wooden spoon.”

Respectfully, yours,

DAYTON, OHIO, June 26, .
Hon, CHARLES DICK, a 2
Washington, D. C.:
We respectfully but earnestly protest against proposed tax on cor-
porations.
JouN ROUSER COMPANY.

DAYTON, OHI0, June 25, 1909.

Hon, CHARLES DICK,
United States Senate, Washington, D. O.:

We respectfully but earnestly protest against the proposed tax on
corporations. -
Tae C. W. Rayyoxp Co.

DayroNn, Onlo, June 26, 1909,
Hon. CHARLES DICK,
United States Senate, Washington, D. C.:
We respectfully but earnestly protest against proposed tax on cor-
porations.
SPEEDWELL Moror Car Co.

AKRON, OHIO, June 28, 1909,
Hon. CHarLES DICKE

Senate Chamber, Washington, D. C.

My DEAR SENATOR : Judging from the debateS in your honorable body
in the very recent past, one is almost forced to the conclusion that
newspapers and newspaper publishers constitute a class of *“ undesic-
able citizens " who, instead of having the right of protest, ought to
keep quiet and be glad they are alive. DBut notwithstanding the un-
favorable opinion which your bodi entertains of that class to which I
belong, I am nevertheless goinf erewith to make my second protest
concerning legislation now before your bod{. And that protest is
against the passage of the corporation-tax bill,

In the first place, the day you pass that measure that day you will
confess that the principle of protection, that our revenues should be
raised by a tariff, is a snare and a delusion; that it is a -failure, and
that the Republican party admits that it is such. If this attitude is
correct, then 1 would ask how do you expect the Republican papers of
this country to meet the issue? So much for the party doetrine.

Now to the merits of the measure. Perhaps do not understand
anything about taxation. Just assume that do not. Then pardon
these questions: Why should the deficit in ¥ovemmeut expenditures be
placed upon one partlcular class of our people? Why should a corpora-
tion doing a business at a profit of §10,000 a year be compelled to pay
a federal tax of $200, while a Dsrtners’hip doing the same business, at
the same or a greater profit, contributes nothing. The Federal Gov-
ernment extends no protection to the corporation that I am aware of
that it does not also extend to the individual. If there are any peenliar
benefits arising from the corporate existence, they are derived from the
State and pot from the General Government. nd the State of Ohio
has already imposed upon us one corporation tax. I do not want to argue
this matter. just want you to know how I, as the chief owner of one
corporation, feel about it. Nor is it on behalf of this company alone
that I protest. As an individual I own stock in a dozen other cor-
porations, all of which under this most unjust measure will be affected.

I have not taken a census to find how others regard the measure, but

I have yet to encounter the first man who has made a suecess of his
own business who is in favor of it. It will please the socialists. hl
t

have heard of no one else who.has so far manifested nnf ecstatie del
over it. We are going to have the devil’s own time of it to keep Ohio
L]

Bfﬁubllcan next year. Pass this bill and, unless I miss my guess, it
will be 11mp~:‘.~ss;1hle hg l;;]revent a Democratic legislature.

[ours, very tr '
i 4 3 Tue BeEACON JOURNAL COMPANY,

C. L. Kxwcar, Manager.

DaxyTox, OHIO, June 29, 1909,
Hon. CHARLES DICK, .
United States Senate, Washington, D. C.:

We believe that the tax on corporations, as proposed, would interfere
with return of prosperity and be a serious handicap to future develop-
ment. We respectfully enter protest,
DaxTON BREWERIES COMPANY.

CoLumBUS, Om10, June 28, 1909.
Hon. CuarLeEs DICE,
United States Benate, Washington, D. O.

Duar 8iz: We write you with reference to the proposition now under
consideration looking toward the taxation of net profits of corporations.
We do not know whether the idea has taken the form of a bill, but,
basing our judgment upon what we gather from newspapers, have no
hesitaney In characterizing the move as thoroufhly unfair and unjust.

Qurs is an incorporated company under Ohio laws. We pay here our
city and county taxes. We pay a franchise tax of one-tenth of 1 per
cent upon our capital, In return we get from the city and county pro-
tection and advantages. The State grants us in return privileges as a
corporation not conferred on individuals. It limits the liability of our
stockholders, etc. From all three we get certain direct, well-defined
benefits in return for the payment of our mone{a The General Govern-
ment deoes not propose to gltve us nﬂr do anything for us in return for

money we are su ed to pay it
th?&nothJ thing is tﬁﬁos There are wholesale houses in the same busi-
ness we are, both in and ount of this State, conducting their business as
individnals or partnerships, which come into our territory and clt{.
selling goods to the same ple we do. These jobbers will not pay this
special tax. To be sure, they pay none of the state franchise tax now ;
but adding the new tax to that already imposed by the State will en-
able individuals or partnerships to either undersell us or cut severely
into our fair and legitimate profit, or else lose our customers. While
we instanee our own case, the same thing will apply to all others. This
iz an unfair advantage in favor of the nonpaying party. The Govern-
ment virtually reduces the profit cominﬁ to us to the advantage of an
individual or partnership competitor, and gives nothmg in return. This
is not only confiscation, but the Government is in addition alding the
party who pays nothing, to the detriment of the corporation whose
erty it has taken. 3

pm.a[;mt{er thing is, that the inquisitorial report a corporation is obliged
to make leaves but little to be guessed at concerning its-business. he
very vitals are exposed. You know any careful business man Jjealously
guards the secrets of his books and business. Yet here is a case where
the whole of a company's business becomes a part of the public record.
Secrecy upon the official who handles the report may be enjoined, but
the idea of divulging that which is required of a corporation is so very
repugnant to the average man that it alone sheuld condemn the act.
Not only this, but the information given would undoubtedly be, in a
good many eases, to the injury of those reporting.

No doubt there are other serious objections to the measure. These
sugzested are bad enough, from a practical business point of view, to
klﬁgsuch an act.

We respectfully ask you to use your influence against this scheme and

vote against this or any like measure. -
i respectfully, your TaE GREEN-JOoYCE Co.
. A1) b By Jom~x Joxcs, Jr, President.

DayToxN, OH10, June £8, 1909.
Hon. CHARLES DICK .
United States Efenate, Washington, D. C. -

Dear Sik: We have just telegraphed you as follows:

“ We respectfully protest against the unjust discrimination and in-
eguitable corporation tax proposed.”

The collection of a tax on the net earnings of corporations, as pro-

in the bill before the Senate, is to us most unjust, discrimina-

ting, and inequitable, and we earnestly and respectfully Pmtest against
its passage. Were all corporations of the same amount of capitaliza-
tion, or had they all the same percentage of earnings, there would he
less of the Inequitable situation than there now exists in its present
form. Take, for instance, the company the writer represents: We
are one of five subsidiary companies, the stock held by holding com-
gauy in New York, with a large issue of collateral bonds. As we un-

erstand the proposed action, each subsidiary company would pay a
2 per cent tax upon its net carnjnﬁa and, after deductin§ all operating
expenses, would pay over to the tﬁdlng company all of its net earn-
ings, a large portion of which would be paid as interest by the hold-
ing company. You will thus see that in reality we would be paying
tax upon that portlon of our earnings representing interest on bonds.

Then, too, on general principles it seems to us eminently unfair that
an individual entfaged n business ulongside of us, with the same
capitalization an ually as large earnings, and as fully protected
in his commercial rights as we are protected, would avoid any tax
whatever; and on top of this we have registration and annual taxes
on account of our lncarg)rn.tlon to pay in every State of the Union
where we maintain an office in addition to our re§ular state property
tax that we, like all others, must pay, thus up against our
corporations a vast amount of tax, the burden of which we should not
be ed to bear. We hope the measure may not pass the Senate,

Very truly, yours,
THE COMPUTING SCALE COMPANY,

Cixcixyari, OHIO, June 28, 1902,
Benator Dick, < !
Washington, D, C.

DeAr SIk: Referring to the proposed law to tax the income of cor-

Boratiuns, we beg to state that while we would not be directly affected
y such a measure, we are opposed to the proposed law.

It is, in our judgment, un-American, as it directs toward a particular
class. It possesses an element of socialism. In our judgment a stamp
tax, or some tax of a general nature that would not be any great
burden to any particular class, would be more satisfactory to all and
less disturbing to the commercial interests of our country.
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The su on that the proposed tax would give the federal author-
ities a full opportunity to supervise the acts of corporations does not
seem to us to be valid. A commission a;{guinted for that purpose,
similar to the railroad commission, vested with definite authority, would
be, to our judgment, more effective.

We trust that you will take a similar view to ours, and we ask you
to vigorously oppose the pm;i'oosed law to tax the income of corporations,

Yours, very respectfully,
Lewis Waup & Co.

CINCINNATI, OHTO, June 28, 1909,
Hon. CHARLES DICE,

United States Senate, Washington, D. O.

MosT WORTHY REPRESENTATIVE: The proposed law taxing the in-
come of corporations, as at present drawn, will apply to mercantile
corporations, which under the existing laws are certainly paying all
if not more than their just share of the taxes.

It would be unfair to tax us as a corporation unless Individuals and
eopartnerships with whom we come in competition are likewise taxed
proportionately the same, whereas it is only proposed to tax corpora-

ons.
Please look at it from a reasonable standpoint.
We are, very respectfully, yours,

THE ALMS & DOEPKE COMPANTY,
Wua. H. Anms, President,
CINCINNATI, OHIO, June 23, 1999,

Hon. CHARLES DICK,

Washington, D. C.

Dear Siz: Referring to the pr Aldrich bill in regard to 2 per
cent tax on incomes of over Sg.m be paid by corporations azo%%.
we think it is unfair, and we can not see why professional men, farm-
ers, capitalists, firms, and others that have incomes over $5,000 should
be exempt. At any rate, we belleve the merchants throughout the
country are taxed- suﬂdentllvj without any additional ens. We
trost you can see it in this light and that you will vote against this
pmpoaadmmmmure.u Tae MEYER, Wmse & K C

¥, AICHEN COMPANY,
3 By Sie. Wise, Vice-President. 1

DELAWARE, OHIO, June 28, 1909,
Hon., CmAnLES DICE,
Washington, D. C.
Dear Sm: Wil you do me the favor of forwarding to me a co
of the bill now before the Senate providing for the taxation of the u%{
earnings of m:gt&gns?

For mine here I am particularly interested to know
whether, this pro?ooed law, the reports of corporations as to their
earnings be publie property. Any information which you can give

to this point will be a ted very much.
o I.‘.‘;.,'m.v, in adva.nggr for the favor, I am,

Very respectfully, F. A. MCALLISTER.

DeLAwarE, OH10, June 29, 1909,

Hon. CaARLES DICE,
United States Senate, Washingion, D. O.2
On behalf of members of building and loan associatlons of Delaware
County, Ohlo, we respectfully urge that you use your best efforts to
exempt these savings institutions of the wage-earners from proposed
corporation tax, as was the case in the old income-tax law and the
Spanish-American war stamp act.
THE FIDBLITY BUILDING ASSOCIATION AXD LOAN COMPANY,
D. H. BATTENFIELD, ent.
ProrLE's BUILDING AND LoaN COMPANY,
C. RippLE, President.

% YouNesTOWN, OHIO, June 29, 1909,
Hon. CHARLES DICEK,.
mﬂﬂud States Senate, Washington, D. C.:

Proposed tax on corporations will be disastreus to build assoei
ﬁonfio Ten thousand w%rk:lns people in this city would mel‘l?s m;;

associations.
o THE HoME SAVINGS AND Loax CoMPaNT.

Torepo, OHIO, June 29, 1909.
Hon. Coarnes DICE,

United States Senate, Washingion, D, C.:

This assoclation, the ploneer In northwestern Ohilo, has been the
means of the building of several thousand American homes. Our
fifteen hundred members protest against the contemplated 2 per cent
eorporation tax, unless as proposed by President that associa-
tions of this character be emm% therefrom.

TOLEDO BAVINGS ASSOCIATION,
A. L. SeriNe, Secretary.

ToLEDO, OHIO, June 29, 1909,
Hon. CHARLES DICE

United States Senate, Washington, D. O.:

The 18,000 bullding association members with average hol of
less than sao(t)l ench.t re reeenteg '?{ thtei'l'nlt?do %lgin gnn
I.-esqzue, urgently protes ag.lnu e strikingly u (ﬁaerlmhm. on
the r cent corporation tax will inflict upon us. If we are not ex-
emp as pro by President Taft, it ruin our present invest-
ment and will drive beyond the reach of the makers of American homes
the 600,000,000 of special home-bullding funds now held and used by
bullding associations in the United States for that purpose.

A. L. SprING, Secretary.

YouNGsTOWN, OHIO, June 30, 1909,
Hon. CHARLES DIC

K
United States Senate, Washington, D. 0.:
Proposed corporation tax will work a hardship to building associa-
tions. In former acts of this nature they have been exemp and they
should be exempt now. Working people everywhere will by
their exemption.

J. R. WooLLy,

Vice-President Home Savings and Loam Company.

BripgerorT, OHIO, Jun: 28, 1009.
Senator DICEK,
Washington, D. €.:
Please oppose tax on building and loan associations.
J W. W. Scorr.

NoRWALE, OHIO, June £8, 1909,
Hon. CHARLES DICE,
Washington, D. C.2

Can not stand 2 per cent tax. Get bullding and loan ¢pmpanies

exempt.

% The Home Savings and Loan Company, C. H. Gallup,
president ; The Ohlo Mutual SBavings and Loan Com-
pany, Henry C. Ellison, president; The Unlon Savings
and Loan Company, H. Q. Sargent, president; The
Mutual Building and Investment Company, J. B.
Wilberding, seeretary; The Ohlo Savings and Loan
Company, Henry Grombacher, secretary; The Provi-
dent and Loan Company, W. R Dunbar,
secretary.

CLEVELAND, OHIo, June 28, 1009.
Hon. CrARLES DICK

United States Senate, Washington, D. O.:
We solieit your earnest endeavor to exempt building and loan asso-
eciations from the corporation tax, as in this case the burden would fall
1111' g’hﬁfty working men and women trying to pay off mortgages on
e ouses.
Clevelandmaavin aéxd :..:an (é:m any, ‘gl{gam& Creer,
secre ; The Cuyahoga Savings an an Company.
Davis Hewley, ﬂ_resident' The Hquity Savings and
Loan Company, H. W. 8. 'Wnod. president ; The Feon-
omy Buil and Loan Company, O. J. H m

dent; The eveland West Side Bu!lding
Company, Jacob Haller, secretary.
YouxGsTowN, Omio, June 28, 1909,
Hon. CmARLES DICE,
United States Benate, Washington, D. C.:

Building and.loan associations should be exempt from proposed cor-
ration Similar acts in the t bave always exempted them.
gouch exemption would benefit 400, wage-earners in Ohlo alone.

James M. McKavy,
Vice-President Ohio Building Association League.

HaMivrox, OHIO, June 27, 1909.
Senator CHARLES DICK,
Washington, D, C.:
Means ruination to building associations, unless exempted from ecor-
poration tax.
THE HoME LoAN AXD BUILDING ASSOCIATION,
0. V. PARRISH, Vice-President.

5 DaxTtox, Omio, June 27, 1909.
Hon. CHARLES DICK
Washington, D. O.:

We urge to use your efforts to exempt mutual building and loan asso-
clations from income . Seven thousand wage-earners and small
savers in this association alone would thus be taxed.

AMERICAN LOAN AND SAVINGS ASSOCIATION.

BrLrAmRE, OHIO, June 28, 1909,
Hon. CHARLES DI

CK
Senate Chamber, Washington, D. C.
Over 5,000 working people ask you to oppose bill to tax incomes of
building associations.
. Tae BUckeYe SaviNgs axp Loax Co.,
By W. G. McCraix, Secretary.

Cornuvmpus, OHIO, June 27, 1909,

on, CHARLES DICK,

United States Benate, Washington, D. C.:
Building and loan assoclations should be exempt in proposed cor-
poration tax.

H

L. L. RANKIN.

= Dn'ro:;r. OH10, June 27, 1909.
m. CHARLES DICK,. i
B Washington, D. O0.:

On behalf of 50,000 wage-earners who have their savings in the Day-
ton building assoclations you are urged to consider the justice of having
bullding associations exempted from the operation of the proposed tax

on: corporations.
MONTGOMERY COU%UH;O!KG ASSOCIATION: LEAGUE,
ent.

8. Rurus JOXNES,

MARIETTA, OHIO, June 27, 1909,
Senator CHARLES DICEK,
Washington, D. 0.1
Exemption building associations from corporation tax earnestly re-

Frep W. TORNER,
Becretary Pioneer City Building and Loan Company.

[

Newirk, OHTO, June 27, 1009

Building associations ahc;uld be exem‘?t from corporatlon tax. Your
influence sha this: and will be appreciated.
E. M. BAUGHER.

uld be in direction
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ZANESVILLE, OHI10, June 27, 1909.
Benator CHARLES DIcEK,
Washington, D. 0.:
Please use your influence to secure exemption of building and loan
associations from corporation tax.
THE Egm'mnm: SAviNGs COMPANY,
By H. E. Buker, Secretary.

AERrON, OHIO, June 28, 1909.
Hon. CHARLES DICE, i 2
Washington, D. C.:
Kindly use efforts to have building and loan associations exempted
from corporation tax.
TaE HoME BaviNGs COMPANY.

—

DaxTox, OHIO, June 28, 1909.
Hon. CHARLES DICK

United States S’cuote, Washington, D. O.:
We respectfully protest against the unjust discrimination and in-
equitable corporation tax proposed.
THE COMPUTING SCALE COMPANY.

AKRON, OHIO, June 27, 1909.
Hon. CHARLES DICE,
Washington, D. C.:
l]E:xemr.'t loan associations from Iincorporation tax; Important to all
classes,
F. M. CookE,
Secretary Akron Bavings and Loan Company.

MANSFIELD, OHIO, June £8, 7009,
Senator CHARLES DICEK, -
Washington, D. C.:
A tax on bullding and loan associations, the savings of the masses,
In time of peace would menace its existence.
THE CITIZENS SBAVING AND LoOAN COMPANY,
Frep T. BrisToRr, Secretary,

BARNESVILLE, OH10, June 28, 1909.
Hon., CHARLES DICE,
United States Senate, Washington, D. C.:
Officers, directors, and more than 1,000 members protest, and ask your
influence for exemption of bullding assoclations from 2 per cent tax.
PEOPLE'S BUILDING AND LoAN COMPANY,
HoME BUILDING AND LOAN COMPANY. _

ASHTABULA, OHIO, June 28, 1909,
Hon. CHARLES DICK,
Washington, D. C.:

In the bill now pending in the Senate to tax corporations, we ur
you, in the name of fourteen hundred stockholder:p%t thlss’compa.ngg
:o use your influence to have building associations exempted from the
ax.. .

THE PEROPLE’'S BUILDING LOAN COMPANY
GEeo. B. PAINE, President. 3
A. H. TYLER, Secretary.

MassIiLLON, OHIO, June 28, 1909,
Hon.. CHARLES DICE, i 5

United States Senate, Washington, D. C.:

Our association, representing about two million assets and 4,000
members, pray for exemption of such Institutions from operations of
corporation-tax bill.

THE mer BavixGgs AND Loax Co,

CINCINNATI, OHIO, June 26, 1909,
Hon. CHARLES DiCK,

United Stales Senate, Washington, D, C.:

Three hundred and twenty-five thousand bullding and loan assocl-
ation members In Ohio respectfully urge you to secure proper exemption
from proposed tax on corporations. Congress has s.lw:afa granted
building and loan assoclations exemptions from the otPerat on of pre-
vious taxes on Income. The proposed tax, if it includes building and
loan associations, will be unjust and a tax on the thrift of the wage-
earner.

AMERICAN BUILDING ASSOCIATION NEWS,
H. B. RosENTHAL, Editor.

- CINCINNATI, OHIO, June 26, 1909,
Senator CHARLES DICK,
United States Senate, Washington, D. C.:

The Hamilton County League of Building and Loan Associations di-
rects me to again call your attention to the necessity of exempti
the incomes of building and loan assoclations from the operations o:
the proposed corporation tax,

FRED BADER, President.

CaxrTox, OnI1O0, June 28, 1909.
Hon. CHARLES DICK

United States Senate, Washington, D. O.:
Stark County building associations, with 7,500 members, u neces-
gity of exempting their incomes from operation of propo: corpo-

ration tax.
J. KHIiTiNg, Jr.

MIDDLETOWN, OHIO, June 28, 1909.

United States Senator DIck,
Washington, D. O.:

t,nU’e your Influence to exempt bullding associations from corporation
A
THE MIDDLETOWN BUILDING AXD LOAN ASSOCIATION.

2 Corvmsus, OHIO, June 28, 1009,
Hon, CramLes Dick,
United States Senate, Washington, D. C.:

Representing the bullding and loan associations of Ohio, with half
million members and depositors, we respectfully urge that you exempt
from the corporation-tax bill the building and loan associations.

CHAs, H. Browx,
Secretary Ohio Building Association League.

CoLuMBUS, OHIO, June 28, 1909.

Hon. CHARLES DICE,
Washington, D. C.:

The Columbus League of Building and Loan Associations respectfully
urges that bullding and loans associations be exempted from the pro-
posed corporation-tax bill.

Joax F. FErRGUS, President,
) EpwiN F. Woob, Secretary.
. The VICE-PRESIDENT. The question is on the amendment
of the Senator from Rhode Island [Mr. Arprica] to the substi-
tute proposed by the Senator from Massachusetts [Mr. Lobcg].
The Secretary will call the roll.

The Secretary proceeded to call the roll.

Mr. CHAMBERLAIN (when his name was called). I am
paired with the junior Senator from Pennsylvania [Mr. OLIVER] ;
but I transfer that pair to the junior Senator from Maryland
[Mr. SmiTe], and vote. I vote “nay.”

Mr. BACON (when Mr. CraY's name was called). My col-
league [Mr. Cray] is necessarily absent from the city. He is
paired, as I understand, with the Senator from Massachusetts
[Mr. Lopge]. If my colleague were present, he would vote
i nay-"

Mr. DILLINGHAM (when his name was called). I have a
general pair with the senior Senator from South Carolina [Mr.
TrorMAN], who is absent. I transfer that pair to the senior
Senator from Maine [Mr. Hare], and vote. I vote “yea.”

Mr. GUGGENHEIM (when his name was called). I have a
general pair with the senior Senator from Kentucky [Mr. PAYX-
TER], who is detained from the Senate by illness. I transfer
that pair to the senior Senator from Indiana [Mr. BEVERIDGE]
and vote. I vote “yea.”

Mr. HUGHES (when his name was called).
with the senior Senator from Oregon [Mr. Bourxe].
present, I should vote “nay.”

Mr. JONES (when his name was called). I have a pair with
the junior Senator from South Carolina [Mr. SmiTa]. I trans-
fer that pair to the junior Senator from Wisconsin [Mr. STE-
pHENSON] and vote. I vote “yea.”

Mr. LODGE (when his name was called). I have a general
pair with the Senator from Georgia [Mr. Cray]. I transfer
that pair to my colleague [Mr. Craxg], who would vote “ yea "
if present, and the Senator from Georgia would vote “nay.” I
vote “yea.”

Mr. McLAURIN (when his name was called). I have a pair
with the junior Senator from Michigan [Mr. SamiTH]. I trans-
fer that pair to the senior Senator from North Carolina [MT,
SimMmoxNs], and vote. I vote “ nay.”

Mr. OVERMAN (when Mr. StMMoNs’s name was called). I
desire to announce that'my colleague [Mr. SimMumonNs] is un-
avoidably absent. He is paired with the junior Senator from
Michigan [Mr. SmiTr]. If my colleague were present, he would
vote “nay.”

Mr. RAYNER (when the name of Mr. Syt of Maryland
was called). My colleague [Mr. SarTH] is absent on account of
serious sickness in his family. He is paired with the junior
Senator from Pennsylvania [Mr, OLIVER].

The roll call was concluded.

Mr, DAVIS. My colleague [Mr. CrLArge] has been de-
tained from the Chamber for several days on account of the
very critical illness of his son. He is paired with the junior
Senator from Delaware [Mr. RicHarpsoN]. If my colleague
were present, he would vote “nay.”

Mr. BAILEY. I desire to announce that the Senator from
South Carolina [Mr. TiLLMAN] is unavoidably absent, but that
if he were present he would vote “nay.”

The result was announced—yeas 45, nays 31, as follows:

I am paired
If he were

YEAS—45. .
Aldrich Cullom Guggenhelm Perkins
Bradley Curtis Heyburn Piles
Brandegee Depew . Johnson, N. Dak. Rvoot
Briggs Dick Jones Scott
Brown Dillingham Kean Smoot
Burkett Dixon Lodge Sutherland
Buarn du Pont Lorimer Warner
Burrows Llkins MeCumber Warren
Burton Flint Nelson Wetmore
Carter Frye Nixon
Clark ‘rﬂ;'o. Gallinger Page
Crawfo: Gamble Penrose
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NAYS—31. .
Bacon Culberson Gore Overman
Ba“eﬁu Cumming Johnston, Ala. Owen
Daniel La Follette Rayner
Borah Davis Mclner, Bhiw
Bristow Dolliver MeLau Btone
Bulkeley Fletcher Martin Tallaferro
Chamberlain Foster Money Taylor
Clapp Frazier Newlands
NOT VOTING—16.
Beveridge Crane Paynter Smith, Mich.
Bourne Hale Richardson Smith, 8. C.
Clarke, Ark., Hughes Simmons Stephenson
Clay Oliver Smith, Md. Tillman

So the amendment of Mr., ArpricH to the substitute of Mr,
LobGe was agreed to. '

Mr. BACON. Is the amendment which I propose to offer now
in order?

Mr. ALDRICH. I ask that the amendment be stated.

Tl;-e VICE-PRESIDENT. The Secretary will state the amend-
men

Mr. BACON. The amendment I wish to offer is not in writing.

The VICE-PRESIDENT. Then, will the Senator please state
it, so that the Chair can understand it?

Mr. BACON. If the Chair will take the amendment of the
Senator from Rhode Island, I will indicate it.

The VICE-PRESIDENT. - The Chair has that.

Mr. BACON., The amendments are four in mumber, but all
of them relate to the same subject-matter.

Mr. ALDRICH. Mr. President, does the Senator propose to
amend the text of the amendment that has just been agreed to?

Mr. BACON. Yes.

Mr. ALDRICH. I suggest that that is not in order.

The VICE-PRESIDENT. The Chair will have to hold that
that is not in order.

Mr. BACON. But, Mr. President, we certainly have the right
at some time to do this. That is the reason why I made the
tender of the amendment before the vote was taken. Tt is
absolutely inconsistent with any rule of parliamentary law that
the Senator—

Mr. ALDRICH. The Senator will have a right to offer this
amendment in the Senate when the bill reaches there.

Mr. BACON. If it is in order in the Senate, it is in order
now, just the same.

Mr. ALDRICH. Oh, no!

The VICE-PRESIDENT. The Chair thinks not.

Mr. BACON. I -am content if the Senator will recognize that
it will be in order then. I will not split hairs with him as to
when it is most in order. If I have an opportunity to offer it,
that will be sufficient for me.

1 now have another amendment to offer. As T understand,
the guestion now before the Senate is on the substitute offered
by the Senator from Massachusetts as it has been amended?

The VICE-PRESIDENT. That is correct.

.Mr. BACON. And I desire to insert certain words as an
amendment. In line 6, after the word “ Government,” on the
first page, I- move to insert the words “ other than crude or
refined petroleum.” I desire to state that the effect of the sub-
stitute as amended, so far as crude and refined petrolenm is
concerned, is to put it right back where it was under the Ding-
ley bill and make it in fact a subject of duty, rather than on
the free list, as the Senate has indicated its purpose that it
ghould be,

The VICE-PRESIDENT. The Senate will please be in order.

Mr. BACON. It is extremely difficult, Mr. President, to talk
under these circumstances.

The VICE-PRESIDENT, The Chair realizes that, and the
Chair hopes that the Senate will be in order.

Mr. BACON. It imposes upon the speaker an unnecessary
amount of physical exertion.

The VICE-PRESIDENT. If the Senator from Georgia will
suspend, the Chair will obtain order before he need proceed.
Will all Senators cease conversation, and will Senators please
be seated?

Mr. BAILEY. I presume, Mr. President—

The VICE-PRESIDENT. The Senator from ‘Georgia has the
flogr. Does he yield to the Semator from Texas?

Mr. BACON. I do.

Mr. BAILEY. I assume that the purpose of that amendment
was not to defeat what the Senate had already done with re-
spect to petroleum, but merely to preserve a parliamentary
statug. And in order that we may settle this free from the
other questions, I suggest that the Senator from Massachu-
setts withdraw his substitute and let us take a vote on the
direct question between the proposition of the Senafor from
Rhode Island and the proposition of the Senator from Iowa and
myself.

Mr. ALDRICH. Mr. President, if the Senate will agree to
take the vote at once, without further discussion, I shall be
very glad to do that,

Mr. BAILEY. I hope that agreement will be made; because,
if it is mot, this will be made the means of putting oil back on
the dutiable list. I hope no objection will be made to my
suggestion.

Mr. ALDRICH. Mr. President, I ask unanimous consent that
that be done.

The VICE-PRESIDENT. The Chair would like to know
what is the request of the Senator from Texas. The Chair
understands that the Senator puts that in the form of a request
for unanimous consent?

Mr. BATILEY. I request unanimous consent that the Senator
from Massachusetts shall be permitted to withdraw his substi-
tute, and that the Senate shall then proceed to a direct vote
between the motion of the Senator from Rhode Island and the
amendment offered by the Senator from Iowa and myself,

The VICE-PRESIDENT, Is there objeetion to the request?
The Chair hears none.

Mr. LODGE, Mr. President, under that unanimous request,
I withdraw the substitute which I offered.

Mr. ALDRICH. And I offer the amendment which has just
been voted on as a substitute for the amendment of the Senator
from Texas,

The VICE-PRESIDENT. That is the pending gquestion. The
question now is on agreeing to the substitute.

Several SeExaTors. Let us have the yeas and nays.

The yeas and mays were ordered.

Mr. BACON. Mr. President, I have certain amendments which
I desire to offer to the amendment of the Senator from Rhode
Island; but I am perfectly willing to postpone them until after-
wards, if I may offer them then, in order that we may have this
vote.

Mr. ALDRICH and others. Question?!

Mr. LODGE. Mr. President—

Mr. HEYBURN. Mr. President——

The VICE-PRESIDENT. The Senator from Georgia has the
floor. To whom does he yield?

Mr. ALDRICH. The unanimous consent was that we pro-
ceed to vote at once upon this proposition.

Mr. BACON. Go ahead and vote.

Mr. BULKELEY. AMr. President, I should like to know what
the question is.

The . VICE-PRESIDENT. The question is on the substitute
of the Senator from Rhode Island for the amendment of the
Senator from Texas; and upon that the yeas and nays have
been ordered.

The 'SBecretary proceeded to call the roll.

Mr. CHAMBERLAIN (when his mame was called). I desire
to make the same announcement I have heretofore made with
reference to my pair. I transfer my pair, and I vote “nay.”

Mr. DILLINGHAM (when his name was called). I have a
general pair with the senior Senator from South Carolina [Mr,
TmsmaAaN], who is absent. I transfer that pair to the senior
Senator from Maine [Mr. Hare], and I vote “yea.”

Mr. GUGGENHEIM (when his name was called). Mr. Presi-
dent, I again announce my pair with the senior Senator from
Kentucky [Mr. PaysrTer]. I transfer that pair to the senior
Senator from Indiana [Mr. Bevermnge], and I vote “ yea.”

Mr. HUGHES (when his name was called), I am paired
with the senior Senator from Oregon [Mr, Bourse]. If he were
present, I should vote “nay.”

Mr. LODGE (when his name was called). I have a general
pair with the Senator from Georgia [Mr. Cray]. I transfer
that pair to my colleague [Mr. CeaAxE]. My colleague, if present,

would vote “yea,” and the Senator from ~Georgia would vote

i nay.n I vote ** yeﬂ.“

Mr. McLAURIN (when his name was called). I transfer my
pair with the junior Senator from Michigan [Mr. Smira] to the
senior Sepator from North Carolina [Mr, Siamoxs] and vote
“ nay-ll

Mr. OVERMAN (when Mr. SiaaroNs’s name was called), I
desire to announce again the unavoidable absence of my col-
league [Mr. Simmoxns]. He is paired with the junior Senator
from Michigan [Mr. SaaTua]. If my colleague were present, he
would vote “nay."”

The roll call was concluded.

Mr. JONES. I am paired with the Senator from South Caro-
lina [Mr. Samrra]. I transfer that pair to the Senator from
Wisconsin [Mr. StepHENSON] and vote “yea.”

Mr. DAVIS. I again announce the unavoidable detention of
my colleague [Mr. CLArgE of Arkansas], and his pair with the
Senator from Delaware [Mr. Rrcmarpsox].

izt MR, o ST e e N [ S e iy e me e R LR R T T
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The result was announced—yeas 45, nays 31, as follows:

~ YEAS—45.

Aldrieh Cullom . Guggenheim Perkins
= ' Bradley Curtis Heyburn Piles
| Brandegee Depew Johnson, N. Dak. Root
i Brigzs Dick Jones Beott
Brown Dillingham Kean moot
Burkett Dixon Lod, Butherland
Burnham* du Pont Lorimer Jarner
Burrows Elkins MeCumber ‘Warren
Burton Flint Nelson Wetmore
Carter Frye Nixon
Clark, Wyo. Gallinger Page
Crawfor Gamble Penrose
NAYB—31.
Bacon . Culberson Gore Overman
Balle: Cummins Tohnston, Ala. Owen
Bankhead Daniel L.a Follette Rayner
Borah Davis \] cEnﬁ;{n Shively
Bristow Dolliver \McLa Stone
Bulkeley Fletcher Martin Taliaferro
Chamberlain T oney Taylor
Clapp Frazler Newlands
NOT VOTING—16.
Beverldge Crane Paynter Smith, Mich.
Bourne Hale Richardson Smith, 8. C.
Clarke, Ark. Hughes Bimmons Stephenson
Clay Oliver Bmith, Md. Tillman
So Mr. Acpric's substitute for Mr. BATLEY's amendment was

agreed to.

Mr. ALDRICH. I ask that the amendment as amended be
now agreed to, and upon that I demand the yeas and nays.

The VICE-PRESIDENT. The Senator from Rhode Island
demangg the yeas and nays upon agreeing to the amendment as
amended.

Mr. BACON. I offer an amendment to the amendment,
Mr. ALDRICH. I ask that the.question be taken first.
Mr. BACON. I have the floor with an amendment.

The VICE-PRESIDENT. The Senator from Georgia is de-
manding the floor.

Mr. ALDRICH. T had not yielded the floor.

The VICE-PRESIDENT. The Senator from Rhode Island
had not yielded the floor.

Mr. ALDRICH. I demand the yeas and nays on agreeing to
the amendment as amended.

The VICE-PRESIDENT. Is the demand seconded?

Mr, BACON. Mr. President——

The yeas and nays were ordered.

Mr. BACON. I do most certainly object to be taken off the
floor. -

The VICE-PRESIDENT. The Senator from Georgia was on
the floor and demanded recognition. The demand for the yeas
and nays by the Senator from Rhode Island could mnot be pre-
vented.

Mr. BACON. When debate is desired to be continued?

The VICE-PRESIDENT. The Benator from Georgia is now
recognized.

Mr. BACON. T offer this amendment to the substitute as it
‘has been adopted.

The VICE-PRESIDENT. The Secretary will read the pro-
posed amendment to the amendment,

The Secrerary. It is proposed to insert at the coneclusion
of the first paragraph of section 4:

Provided, That the isi f th
corporation or association organized .’1:“8‘5‘3:}.&‘&“&?&?@&*%&
itable, or educational purposes, no part of the profit of w ch'lnnres
to the benefit of any private stockholder or indlvidual, but all of the
profit of which is in good faith devoted to the said religious, charitable,
or educational r}}urposa: )

Provided further, That the provisions of this section shall not apply
to incorporations or associations of fraternal orders or organizations
designed and operated exclusively for mutual benefit or for the mutual
assistance of its :members ;

Provided further, That the provisions of this section shall not app
to any insurance or other corporations or associations organized . an
operated exclusj v[eI{ {gkth% -mutualtit;?n;ﬂi o_tmitﬁl m&mbers in “which

ere are mo joint-s shares entitled to dividends or in
profit to the holders thereof. alyiondl

Provided further, That the provisions of this section shall not a ly
to any  corporation or association designed and- operated solel p?or
mercantile business the gross sales of which: do mnot exceed-$25¥).000
per annum.

Mr. ALDRICH. As T havealready stated to the Senator from
Nebraska [Mr. Burkerr], who had an amendment which ' is
somewhat similar to one of these provisos, the committee
will consider carefully the exemptions which ought to be made,
if any, in addition to those which are included in the bill. ‘It
is impossible to make those exemptions intelligently with these

matters before the Senate. 'I therefore feel censtrained, having | |
in view the action of the committee which I have-expressed, |

te move to.lay the amendment to the amendment on the table,

and T shall follow that by 'moving to lay all amendments to the
pending section on the table.

Mr. BACON. Mr. President, I take it that no Senator—

Mr. ALDRICH. I move to lay the amendment on the table.

Mr. BACON. If the Senator from Rhode Island proposes
when an amendment is offered by a Senator to make a speech
against it and then moves to table it before the mover of the
amendment is heard——

Mr. ALDRICH. I did not intend to make any speech.

Mr, BACON. The Senator did make it.

Mr., ALDRICH. I simply stated that the committee would
take into consideration additional exemptions which ought to
be made, if any; and I stated further that it was impossible
to consider the amendment intelligently in this way. The Sen-
ator from Nebraska has an amendment which is in the same
line, and I had already stated that before the bill passes from
the consideration of the Senate.I propose to have it carefully
considered by the committee.

Mr..BACON. I think we have had about enough legislation
by the committee, and I think the Senate ought to legislate,

The VICE-PRESIDENT. The Senator from Georgia has
moved an amendment, and the Senator from Rhode Island has
moved to lay it on the table.

Mr. BACON. The Senator made a statement against the
amendment:

Mr. ALDRICH. If the Senator desires it, and if he thinks
I have treated him unfairly, I am willing to allow him to make
a statement, but I ghall then insist on the motion.

Mr. BACON. I am not here to have anything allowed to me
by the Senator from Rhode Island. He has been dictating to
the Senate long enough for him to adopt language of that
kind.

Mr. LODGE. -All debate is out of order.

Mr. BACON. I want the Senator to understand that he has
no greater right here than any other Member.

The VICE-PRESIDENT. Debate is not in order. 'The ques-
tion is on agreeing to the motion of the Senator from Rhode
Island to lay the amendment of the Senator from Georgia on
the table.

Mr. BACON. On that I call for the yeas and nays.

The yeas and nays were ordered, and the Secretary proceeded
to call the roll.

Mr. CHAMBERLAIN (when his name was called). T desire
to make the saine announcement I did with reference to the
previous vote and the transfer of my pair. I vote “nay.”

Mr. DILLINGHAM (when his name was called). I again
announce my general pair with the senior Senator from South
Carolina [Mr. TictMax]. I transfer my pair to the senior Sen-
ator from Maine [Mr. Haze]. I vote “yea.”

Mr. GUGGENHEIM (when his name was ecalled). I make
the same announcement I did on the previous vote. I vote
& a&'“

Mr. HUGHES (when his name was called). I again an-
nounce my pair with the senior Senator from Oregon [Mr.
Bourne]. If he were present, I should vote * nay.”

Mr. JONES (when his name was called). I again announce
my pair with 'the junior Senator from South Carolina [Mr.
Surra]. I transfer that pair to the Senator from Wisconsin
[Mr. STePHENSON]. I vote “yea.”

Mr. LODGE (when his name was called). I am paired with
the Senator from Georgia [Mr. Cray]. I transfer that pair to
my colleague [Mr. CRANE], and vote * yea.”

Mr. McLAURIN (when his name was called). I transfer my
pair with the junior Senator from Michigan [Mr. SyrrH] to the
3enior”3enator from North Carolina [Mr. Srmamons], and vote

nay.

Mr. OVERMAN (when Mr. Siaaons's name was called). I
again annomnce that my colleague [Mr. Srmmoxs] is unavoid-
ably absent, and is paired with the junior Senator from Michi-
gan [Mr. Saagre]. If present, my colleague would vote “nay.”
I make this announcement for the day. I will not make it any
more.

The ‘roll ecall having been concluded, the result was an-
nounced—yeas 42, nays 32, as follows:

YEAS—42,

Aldrich Curtis Guggenheim Perkins
Bradley Depew Heyburn _Piles
Brown | Dick Johnson, N. Dak. Root
Burkett Dillingham Jones Seott
Burnham Dixon Kean Smoot
Burrows du "ont Lodge Sutherland
Cartor. e MCumber Warem

3 s n m arren
Clark, Wyo Frye Nelson “Wetmore
Crawford ‘4Gallinger
Cullom Gamble Penrose
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NAYS—32,
Frazier

ore
Johnston, Ala.
Daniel La Follette
Davis MeEner:
Dolliver MeLaurin
Fletcher Martin

Foster Money

NOT VOTING—I18.

Paynter
Richardson
Simmons

Bacon
Bailey
Bankhead
Borah
Brandegee
Bristow
Bulkeley
Chamberlain

Clapp
Culberson
Cummins

Newlands
Overman
Owen
Rayner
Bhively
Stone
Taliaferro
Taylor

Beveridge
Bourne
Briggs Hughes
Clarke, Ark. Nixon Smith, Md.
Clay Oliver Smith, Mich.

So Mr. Bacon's amendment to the amendment was laid on
the table.

Mr. BACON. T have an amendment, which I send to the desk
and which I now offer.

The VICE-PRESIDENT. The Secretary will read the amend-
ment, -

The SEcCRETARY. At the conclusion of the amendment insert
the following, to be known as paragraph 9 :

Paragraph 9. That every corporation, joint-stock company and asso-

ciation, and every person in the United States holding the bonds, de-

bentures, or other evidences of indebtedness of any corporation or
association organized under the laws of either the United States or of
any State or Territory of the United States shall, upon the right to hold
and possess said bonds and to collect the principal and interest of said
bonds, be subject to pay annually a special excise tax equivalent to 2
per cent upon the annual interest payable upon said bonds.

That every corporation, joint-stock company and association having
outstanding bonds upon which interest is payable annually, semiannu-
ally, or quarterly, or at less intervals of time, shall on the 1st day of
October of each year make out and transmit to the collector of internal
revenue for the distriet in which said corporation, company, or associa-
tion shall be situated a report of the sald outstanding bonds, the de-
nominations of said bonds, the aggregate amount of the same, the rate
of interest payable on the same, and the dates when sald interest is due
and payable, which report shall be transmitted forthwith by the collector
to the Commissioner of Internal Revenue. It shall further be the duty
of every such corporation, company, and association when such interest
becomes due and payable to deduet and retain the proportion of said
amount payable to each of the holders of said bonds, the amount of ex-
cise tax payable by said bondholder under the provisions of this section,
and to thereafter pay the same to the said collector of internal revenue
under the rules and regulations which shall be preseribed by the Com-
missioner of Internal Revenue; and the receipt of the said collector of
internal revenue for the said amounts thus paid to him by said corpo-
ration, company, or association shall be received by said bondholder, to
the extent named therein, in payment of the amount due upon the bond
or bonds so held by him.

Mr. BACON. Mr. President, I do not desire to discuss this
matter at any length. It is too late in the evening to do so. I
will just say one word.

One great objection to the amendment offered by the Senator
from Rhode Island, representing his committee, is the fact that
it does not go far enough. The tax which is proposed reaches
only a very small part of the particular class of wealth which
it is designed to tax for the purpose of raising this needed
revenue, I say needed revenue. It seems there is a division of
opinion upon that subject.

The Senator from RRhode Island still insists that no additional
revenue is needed. Other Senators have at considerable length
and in some detail, the Senator from Iowa [Mr. CuaMmINS]
especially, endeavored to show that a very large increase of
revenue is needed. The desire to reach the bonded interests of
the country would be very much more generally shared by the
people at large than the desire to reach simply the stocks of
corporations, The excise tax in the various cases where it has
been imposed has been a tax upon a privilege or a right, or upon
the exercise of certain business.

It may be, Mr. President, that when we get in the Senate we
may have something more to say upon this subject, but it is
sufficient now to say that the ground upon which I base this
amendment is that if a privilege can be taxed as an excise tax,
a legal right can also be the basis for an excise tax, and the
right to hold bonds ig as legitimate a subject-matter of taxation
as a right to exercise the business through the exercise of which
these bonds are to be ultimately paid in the hands of the bond-
holders.

1 endeavored to point out in the colloquy which I had with
the Senator from New York [Mr. Roor] last night one of the
radical defects in this proposed measure. It is that even as to
the stocks of corporations, the dividends upon which would be
the measure of the excise tax, if there is no tax to be paid on
the right to hold bonds, it is within the power of these cor-
porations to convert their stocks very largely into bonds and
then to use the same money theretofore paid in dividends and
which would be practically taxable as earnings in the pay-
ment of interest on bonds, which under the present bill would
not be available as a subject of taxation, Thus to the extent
that a corporation converted its stock into bonds it would escape
this excise tax,

Bmith, 8. C.
Stephenson
Tillman

Crane
Hale

The Senator from New York said in response to that sug-
gestion from me that the measure limits the nmount of bonds
to be considered in calculating the exemption to the amount of
paid-up capital, and that, therefore, there could not be the
successful conversion of capital stock into bonds if the bonds
already equaled the paid-up capital. Without going into any
elaboration of that, I will simply point out that, as an il-
lostration, if I am correctly informed and accurate in my
recollection, the steel trust has stock of somewhere in the
neighborhood of a thousand million dollars and a bonded in-
debtedness of half that amount. It is a simple matter when
this bill becomes a law to convert $250,000,000 of that stock
into an equivalent amount of bonds, and thus escape the taxa-
tion of $250,000,000. If, however, the right to hold bonds is a
taxable right, one which can be taxed under the exercise of the
excise power, then the effort to convert the stock of corpora-
tions into bonds, and thus escape the tax contemplated by this
section of the bill, will be defeated.

That is all I care to say upon this subject at the present.
time.

Mr. ALDRICH. I move to lay the amendment of the Sena-
tor from Georgia to the amendment on the table.

Mr. BACON. Upon that I ask for the yeas and nays.

The yeas and nays were ordered.

The VICE-PRESIDENT. The question is on laying upon the
table the amehdment of the Senator from Georgia to the amend-
ment. The Secretary will call the roll.

The Secretary proceeded to ecall the roll.

Mr. CHAMBERLAIN (when his name was called). I am
paired with the junior Senator from Pennsylvania [Mr. OLIVER] ;
but I transfer that pair to the junior Senator from Maryland
[Mr. SarH], and vote. I vote “nay.”

Mr. DILLINGHAM (when his name was called). I have a
general pair with the senior Senator from South Carolina [Mr.
Tmaan], who is absent. I transfer that pair to the senior
Senator from Maine [Mr. Hare], and vote. I vote “ yea.”

Mr. GUGGENHEIM (when his name was called). I have a
general pair with the senior Senator from Kentucky [Mr.
PaynTeER], who is detained from the Senate by illness. T trans-
fer that pair to the senior Senator from Indiana [Mr. Bevegr-
mwee], and vote. I vote “ yea.”

Mr. JONES (when his name was called). I again announce
my pair with the junior Senator from South Carolina [Mr.
Samara]. I transfer that pair to the junior Senator from Wis-
consin [Mr. STeEpHENSON], and vote. I vote “nay.”

Mr. LODGE (when his name was called). I have a general
pair with the Senator from Georgin [Mr. Cray]. I transfer
that pair to my colleague [Mr. CRANE], who would vote “ yea,”
if present, and the Senator from Georgia would vote “nay.” I
vote * yea.”

Mr. McLAURIN (when his name was called). I have a gen-
eral pair with the junior Senator from Michigan [Mr. SmrTH].
I transfer that pair to the Senator from North Carolina [Mr.
Siaimons], and vote. I vote “nay.”

The roll eall was concluded.

Mr. BACON. I desire to state, in connection with the an-
nouncement made of the pair of my colleague [Mr. CraY], that .
if he were present he would vote “nay ” on this vote. I should
have made the same announcement as to the previous votes.

Mr. LODGE. I have made that announcement on every
vote, I think.

Mr, BACON.
stand that.

Mr. LODGE. T stated that the Senator from Georgia [Mr.
Cray] would vote “nay,” and that my colleague [Mr. CrANE]
would vote *yea,” if present. :

Mr. BACON. That is sufficient.

The result was announced—yeas 41, nays 34, as follows:
YEAS—41

Gallinger
Guggenhelm
Heyburn
Johnson, N, Dak.
Lorimer
MeCumber
Nelson
Page
Penrose
NAYS—34,
Johnston, Ala,
Jones
La Follette
McEne:
MeLaur
Martin
Money

Newlands
Overman

I beg the Senator’s pardon. I did not under-

Aldrich Clark, Wyo.
Bradley Cull
Brandegee
Briggs
Brown
Bulkeley
Burkett
Burnham
Burrows
Burton
Carter

Bacon
Bailey
Bankhead
Borah
Bristow
Chamberlain
Clapp
Crawford
Culberson

Perkinsg
Root

Scott
Smoot
Sutherland
Warner
Warren
Wetmore

Dick

Dillingham
ixon

du Pont

Elkins

Flint

Frye

Cumming Owen
Piles

Rayner

e
Taliaferre
Taylor
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e = NOT VO’I;FG—IT. s The amendment referred to is as follows:
Bever ale chardson. enson
Simm Af i g

él?me Ark. ﬁ;‘;ﬁ“ Smithmﬁd. TIRman u ﬁ&;lgem%tggl%gewlanaugpules or corporations, and companles
Clay 2 Oliver Smith: Mich, or corporations transa businelalm upon the mutual plan for the
Crane Paynter Smith, 8. C. benefit of its mutual policy holders.

thso 1;)11-. Bacon's amendment to the amendment was laid on
e table,

Mr. BURKETT. Mr. President, some days ago I offered an
amendment intended to be proposed by me. I do not care to ask
to have it considered this evening; but I shall ask that it be
printed in the Recorp, and that it be referred to the Committee
on Finance in charge of this bill. I will say that when I offered
the amendment I simply asked to have it lie on the table until
the proper time arrived for its consideration. I shall not ask
for a vote upon it fo-night.

The VICE-PRESIDENT. In the absence of objection, the
amendment will be ptinted in the Recorp.

The amendment referred to is as follows:

At the end of line 14, page 2, strike. out the period and Insert a
colon and the words:

“Provided, however, That nothing in this section contained shall apply
to fraternal beneficlary societies, orders, or associations operating unger
the lodge system, inciuding labor organizations, and providing for the
payment of life,’sick, aceident, and other benefits te the members of
such societies, orders, or associations, and dependents of such members.”

Mr. CLAPP. Mr. President, I have a substitute which I de-
gire to offer. I shall be very brief. It is a reproduoction of the
amendment introduced by the Senator from Rhode Island [Mr.
Arprica], with the exception that it strikes out all the
provisions of the amendment which exempt a corporation
from paying the tax where the income is derived from
dividends upon the stock of other companies subject to tax-
ation.

Mr. ALDRICH. I would suggest to the Senator from Min-
nesota that the amendment is not now in order.

Mr. CLAPP. It strikes me the Senator from Massachusetts
[Mr. Lobce] having withdrawn his amendment, that leaves the
amendment of the Senator from Rhode Island, as he announced,
a committee amendment, and it can be perfected by this amend-
ment.

The VICE-PRESIDENT. It can be perfected by a
thereto, but not by striking out. The Senate has just voted the
amendment in. An amendment to add to it is in order, but not
an amendment to strike out any part of it.

Mr. CLAPP. I am not particular about it. As suggested, it
will be in order in the Senate. "It is getting late anyway, and
I will not press it now.

The VICE-PRESIDENT. The Senator from Minnesota, then,
withdraws his amendment.

Mr. DICK. Mr. President, I send to the Secretary’s desk
an amendment, which I ask to have printed in the Recorp for
future consideration. It is for the purpose of exempting build-
ing and loan associations from the operation of this act,

Mr. ALDRICH. I suggest to the Senator from Ohio that he
have the amendment referred to the Committee on Finance.

Mr. DICK. Then, I ask, as suggested by the Senator from
Rhode Island, that the amendment be referred to the Com-
mittee on Finance,

The VICE-PRESIDENT.
be complied with.

The amendment referred to is as follows:

In the new section, on page 2, line 14, after the word “im e
insert the words: “ Prmdl:d. r t
actﬂliqydin; and loan mclaﬂnnmnm éﬂ ttaemdesmdhe Wmmum
profit.

Mr. BULKELEY. I desire to offer an amendment to the
pending amendment at the end of line 9, and I ask that it be
printed in the RECORD.

The VICE-PRESIDENT, In line 9, at what point?

Mr. FLINT. On what page?

Mr. BULKELEY. On the first page.

The VICE-PRESIDENT. The amendment may be printed,
in the absence of objection, but the amendment can not be re-
ceived at this time. ‘Does the Senator simply offer it to be
printed for information?

Mr. BULKELEY. No, sir; I ask to have it printed in the
Recorp; and I shall call it up at the first opportunity. .

The VICE-PRESIDENT. There is no objection, the Chair
presumes, on the part of the Senate to have the amendment
printed in the Recorp, but it can not be received as an amend-
ment offered, as it is not now in order.

Mr. BULKELEY. I ask that the amendment may be printed
in the REecorp,

The VICE-PRESIDENT.
will be printed in the Recorp,

Without objection, the request will

Without objection, the amendment |,

The VICE-PRESIDENT.
amendment as amended.

Mr. BACON. Mr. President, I want to say a few words in
regard to that matter. Some twelve years ago, when the Ding-
ley bill was before the Senate, I voted for an amendment very
similar to this, but more carefully guarded. As I favor the
principle involved, I shall not vote against this amendment, but
I want it put in more proper shape before I vote for it. I am
in favor of taxing corporations, but I am also in favor of tax-
ing other accumulated wealth as well as corporations, such as
bonds, and so forth. I should now vote for this amendment,
if it were properly guarded according to my view of it. If the
amendments offered by me, which cared for religious, benevolent,
charitable, and educational institutions were adopted; if the
amendment were properly guarded as to fraternal orders, which
have organizations in which there is profit made, but in which
there is no individual profit, where the profit is made solely and
entirely for the mutual benefit and assistance of the members of
those orders; if mutunal insurance ecompanies, which have no
stock and which are intended simply for the mutual benefit of
those who are insured and who are interested in the corpora-
tion, were properly cared for; if there were proper exemptions
of the thousands of mereantile houses which have been organ-
ized as corporations; if the provision which would sanction the
holding of stock by one corporation of other corporations were
not inm it; and if we had had the opportunity, which I think we
were entitled to, to vote, first, npon the question of the income
tax, and that had been defeated, I should now vote for this
amendment. As it is, while I shall in the end vote for it, if it is
put in proper shape, it is now not in proper shape, and therefore
while not voting against it, I shall at this time refrain from
voting upon it

Now, Mr. President, it is said that we are to have opportunity
to vote on the income tax when in the Senate. It is manifestly
improper to call upon us to vote for this amendment and give
our sanction to it before we have the opportunity to vote for the
income-tax amendment in the Senate. Therefore, Mr. President,
when the bill comes finally before the Senate and I have the op-
portunity to see how far the Senator from Rhode Island carries
out the promise which he has made as to gnarding the provisions
affecting benevolent, charitable, religious, and fraternal orders,
and mutual associations, and incorporated mercantile establigh-
ments, if it is put in shape in these regards, I will vote for it.

I’ particularly protest, however, that it is not proper par-
liamentary procedure to endeavor to force us to first vote on
this amendment under a device which was given out to the
public as intended for the purpose of preventing a vote on the
income tax, which was given out as a great parliamentary
achievement on the part of the Senator from Massachusetts
and 'the Senator from Rhode Island, that they had so shaped
matters that we would be compelled to vote upon the cor-
poration-tax amendment before we were allowed to vote on the
question: of the ineome tax. This amendment is avowed by
the Senator from Rhode Island to be intended to defeat the in-
come tax. If so, we should have opportunity to vote first on
the income-tax amendment. Therefore, Mr. President; I shall
ask to be excused from voting at this time, and I shall wait
until I have the opportunity to vote on the income-tax proposi-
tion befere I vote on the corporation-tax proposition, which I
trust will by that time be cured of its present objectionable
features relative to religious, educational, charitable, and fra-
ternal associations and  the other features embraced in my
amendment.

Mr. HEYBURN. Mr: President, before I cast my vote, T de-
sire to say that I do it in vindication of what I believe to be
the principles of the Republican party which we represent. I
have confidence that the schedules which we have passed upon
will provide the revenune necessary for the purposes of the Goy-
ernment; and I do not propose to vote for any “ fancy legisla-
tion,” if I may so term it—and I do not do it in disrespect of
any other Senator’s wishes—until I am satisfied that the pre-
tective tariff policy, represented by the schedules which we have
passed upon, is insufficient to provide adequate revenue. I shall
therefore be compelled to vote against any measure looking to
the providing of revenue in addition to that until I am shown
that it is necessary.

Mr. DAVIS. Mr. President——
The VICE-PRESIDENT. Does the Senator from Idaho yield
to the Senator from Arkansas?

The question is on agreeing to the
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Mr. HEYBURN. I yield the floor.

Mr. DAVIS. The Senator from Idaho suggests that he casts
his vote in obedience to the principles of the Republican party,
believing that the schedules adopted will raise sufficient revenue.
I desire to say to him that if they fail, then we can adopt the
other Republican policy of issuing bonds.

Mr. BULKELEY. Mr. President, I desire at this time to ask
unanimous consent to have inserted in the REcorp the document
which I hold in my hand, which covers the rates of taxation
imposed by the several States and Territories of the United
States upon life insurance companies under the laws in effect on
June 1, 1909. I will not detain the Senate by reading it, but
I ask that it be inserted in the Recorp.

The VICE-PRESIDENT. TIs there objection to the request of
the Senator from Connecticut? The Chair hears none,

The matter referred to is as follows:

_Rates of tazation imposed by the several States and Territories of the

United States upon foreign life insurance companies under laws in
ejr_cct on June 1, 1909, compared with the rates imposed in 1871,

1871.8 1909,
Alaska e R R e No tax.
Alabama. .ceaeeca..-) 2 per cent and local...| 2 per cent on gross premiums and
local premium tax in two cities.
00T T Nothing_ .. --eeeeeen 2 per cent on gross premiums,
aeals s T 24 per cent on premiums, less

policy elaims, including death
lome]a, endowments, and com-
ons.
1 per cent on gross premiums,
2 per eent on gross premiums.
Reciproeal tax only.

Delaware. . 2 per cent on gross premiums.
District of O 13 Derdseent on premiums, less divi-
ends.

Florida... o 2 per cent on gross premioms.

Georgia.. 1 per cent on g8 preminms and
loeal tax in four cities,

Hawallcooonaanaas 2 per cent on premiums, less return
premiums, reinsurance, death
loeses, all other payments to
policy holders, and sctual oper-
ating and business expenses,

Idaho Nothing. 2 per cent on premiums less pol-
icy elaims.

Illinois. Reciprocal Reciproeal tax only.

Indiana Nothing. 3 cent on premiums less death
osges only.

JOWA- e ommmmmmmmmmmd BeCiproeal ... _.__.| 2} per cent on gross premiums.

Kansas. 2 per cent 2 per cent on gross premiums.

Keatucky. 2} per cent. 2 per cent on gross premiums and
local tax in two cities,

Louislana. .- ccocaa-. lpercent . _____ per cent (about) graded
license tax based on gross pre-
miums, this tax being dupli-
cated in city of New Orleans,

Maline Nothing. 13 per cent on gross premiums,

Maryland oAb Do.

Massachusetts...__.| Reciproeal . 3 per cent on reserves.

Michigan._ . - _._} 3 per cent and loeal__| 2 per cent on gross premiums.

Minnesota 2 per cent .

M ippi Nothing. 2 per cent on first year gross pre-
miums and ¢ per cent on re-
newals sinee 1902,

Missouri Reeiproeal 2 per eent on gross premiums.

Montana Nothing. 2k per cent gross on first §5,000 of
premiums; 2 per cent on bal-
ance; and local county taxes,

Nebraska T.oeal -| 2 per cent on gross premiums.

Nevada 1 per cent No tax on premiums or reserves.

New Hampshire._._..| ... (0 e 2 per cent, less death losses, but

! not less than 13-per cent.

New Jor3eFoceenen--. Reciprocal tax only.

New Mexico_ A 2 per eent on gross premigms,

New Yorkoo————- 1 per eent on gross premiums,

d
| 1 per

North Carolina__ 23 peD:oeent on gross premiums,

North Dakota .. NoIng. e
Ohio_ 2 per cent Do.
Oklahoma Nothing 2 per eent on gross premiums,
less cancellations.
Oragoncicco oo b , [ SRR A S 2 per cent on premiums, less
L policy claims and dividends to
poliey holders.
Pennsylvania 2 per eent 2 per cent on gross premiums.
Rhode Island.._.____| 2pereent.___________ Do.
South Carolina.....| Nothing..—......_.___| 2 per cent, Jess dividends and mu-
nieipal taxes.
South Dakota Nothing. _| 23 per cent on gross premiums,
M eNNeSSee. e e e e e 1} per eent and local..| 2% per eent on premiums, less divi-
dends to pay premiums.
Texas. | Nothing 1 per cent on gross premiums
- to companies complying with
Robertson law; 3 per cent on
gross J ms compani
not complying with the Rob-
ertson law.
Utah do. 13 per cent on premiums, less state

taxes on property and divi-
8.

o Tha data with regard to the year 1871 is taken from the pro-

ceedings of the first annual meeting of the National Convention of In-

surance Commissioners.

Rates of taration imposed by the several Btates and Territories of the
. United Btates upon foreign life insurance companies, ete.—Cont'd,

1871.9 1900,

Vermont. Reciproeal 2 per ecent on premiums, less divi-
dends, reinsurance, and return
premiumsa,

1 per cent on gross premiums, plus
¥5 per cent toward expenses
of insurance department and lo-
cal tax in one eity.

2 per cent on premiums, less
amount paid policy holders as
returned premioms (not Inelud-
ing annunities, annual dividends,
endowments, or losses paid).

2 per cent on gross premiums.

Reciproeal tax only.

2} per cent on gross premiums.

Virginia " 2 per cent:

Washington

Nothing.

3 per cent
Nothing.
Local

West Virginia
Wis i
wa

@ The data with regard to the year 1871 is taken from the pro-
ceedings of the first annual meeting of the National Convention of In-
surance Commissioners.

RoBERT LYNN CoOX,
General Counsel and Manager
Association of Life Insurance Presidents.

Mr. BULKELEY. Further, I want to have inserted in the
Recorp a statement, which I have had prepared in my own
office for my own benefit and for the information of Senators,
as to the effect of the corporation-tax amendment on mutual
life insurance companies and how the provisions of the amend-
ment are to be construed, if it is enacted into law, as to the
deductions that may be made by life insurance companies from
their gross income before the tax is levied. Under the pro-
visions of this amendment, the only items especially specified
are the necessary expenses of conducting the business, losses
actually sustained during the year where they are not covered
by insurance, and the additions which have accroed to the
reserve fund during the year. These are but a small part of
the items of income of a life insurance company, and a large
share of that income during any given year is provided for
mortuary purposes and for the payment of maturing endow-
ments and various items of that character.

The income, according to this statement, covers about $18,000,-
000—a large amount of money for a little Connecticut institu-
tion. More than half of this sum was disbursed in the way I
have indicated, for death claims, for surrender value of policies,
and for matured endowments. The items which, as expressed
in the amendment, can be deducted from the income of the
year, cover comparatively a small amount. While the state-
ment covers a company of which I have the honor to be the
president, it reflects conditions which will be found to prevail
in every life insurance company in the United States. I ask
to have the matter to which I have referred printed in the
RECORD.

The VICE-PRESIDENT. Is there objection to the request
of the Senator from Connecticut? The Chair hears none,

The matter referred to is as follows:

Aitna Life Insurance Company, Hartford, Conn.
Ineom!e. year ending December 31, 1908:

B e e e R e e --—- $13,566,219.44
Accident, health, and life eeem  4,086,123.056
18,582,342.49
Less deductions as under:
1. Ex of ma
2 ¥ e e e L $1,654,424.25
Accident, health, and life.____ 2,119,824.86
$3,774,248.61
2. Death losses and annuities, life. 3,417,543.90
Matured endowments, life._____ 2,349,789.00
Surrender values paid in eash,
e ces oo 1,420,254.81
7,187,542.77
Aceident, Fealth, and life...... 2,277,405.67
9,464,048, 44
Increase in reserve—
R R e e e 2,0601,038.00
Accident, health, and life_ 225,111.09
2,917,049.00
8. Interest paid on account divi-
dends surrendered 3,176.56
4. Taxes and fees:
e i e e
Accident, health, and life ____
446,568.01
5. Dividends on stocks:
e Wind SN e B 336,830, 96
Accident, health, vund life._____ 23,076.00
— . 250,465.90
6. Amonnt exempt_ . oo ool 5,000.00
Amount of deduetlons .. ... oo s iiaaiiemiie el 16,870,457.57
P T b e e e s P o e e e S A S e 1,711,884, 02
Amotnt of tax at 2 Der centa . oo me e naaea 84,237.70
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e Dremiume . o ca $10,632,732.31
surrender values _______________ —  $42,877.E
,823.06
Do S 854,638.32
Consideration for supplementary con-
tracts 84,375.00
433,714.24
) $10,199,018.07
E:gdendn left with eompany to late 64,315,68
Mortgage loans $1,942,760,98
Collateral loans___--____-_______-_ 63,118.17 -
957,815.48
442,978.19
P 8 68,020.41
C]njm.s paid in advance. .o 8,016,18
3,478,100, 41
Less unearned Interest . ______

191,720.97
Rents
Life i

Accident, health, and life premiums. .. oo $4,820,195.52
surrender value ten-year return policies....___ 2,026,80
4,817,268.72
Interest, accident, health, and life:
Mortgm loans 97,154.30
Bonds-and gtoeks. oo 63,276.00
Deposits R O e S el DS A R el 8,264.58
Other sources SEEE 159.41
168,854.33
Accident, health, and life ineome. ... ..oeeommoecaaaaaes 4,983,123.05
1
Reserve, life, December 31, 1908 . ________________ $77,472,139.00
Special reserve under R. T. contracts______________ 976,848.00
Present value supplementary contracts not ¥yet
R e e e e 238, 970.00
—— - 78,087,996.00
Reserve, life, D L7k WG e S 74,870,303.00
Bpecial reserve under R. T. eontracts._._________ 834,633.00
Present value supplementary contracts not yet
PR S ey e e e LR e 232,002.00
75,900,028.00
Toereans In Hie remerve. oo cacemers e s 2,691,988.00
Unearned premiums, accident, health, and life:
One-year policies or less, December 31, 1908_.._ $1,815,542.11
More than one year. S §9,585.82
S%e:rial resen'a for unpaid liability losses, Decem-
1,419,600.00
———  B,824,778.08
Unearned premiums 1,699,285.90
Special reserve !ar u.npaid llnbil.ity losaes. Decem-
ber 31, 1907 1,400,331.85
———  3,000,617.54
Increase in aceident, health, and life reserve .. _________ 225,111.09

Mr. BULKELEY. While I am on my feet I desire to say
that the companies which I have the honor to speak for in this
matter, as I said, I think, once before this afternoon, repre-
sent 5,324,322 policy holders, of voting age, or supposed to be,
and cover insurance to the amunt of $10,404,507,725.

Mr. ALDRICH. Mr. President, I hope the Senator will
kindly put this matter into the RREcorp and allow us to vote on
the proposition to-night. I shall be very glad if he will.

Mr. BULKELEY. I have no objection to putting it into the
Itecorp, provided I can have an opportunity at some time,
either while this bill is in Committee of the Whole or when it
comes into the Senate, to express what I started to say now.
I do not wish to delay a vote, but I want an opportunity at some
time to represent this great industry of the country.

Mr. ALDRICH. The Senator certainly shall have that oppor-
tunity.

Mr., BULKELEY. I am satisfied, then, and will conclude by
saying that this $10,000,000,000 of insurance does not represent
the wealth of the country. On the contrary, the average amount
of the policies issued to these 5,000,000 voters of the country
is only $1,954.

With that I will conclude for to-night, with the assurance
that at some future time I shall have the opportunity to speak
at greater length on the subject.

BACON. Mr. President, I do not understand that the
qEnator is asking that the maftter to which he refers l)e now
put in the REcorp.

The VICE-PRESIDENT. The Chair does not so understaml

Mr. STONE. Mr. President, I do not know that I can ever
bring myself to the point of vutiug for this amendment; cer-
tainly not in its present form. The statement made by the
Senator from Georgia very well expressed the view I hold, and
for the reasons he gave, without detaining the Senate with
elaborating them, I shall ask leave to withhold my vote.

Mr. OVERMAN. Mr. President, inasmuch as we are now in
Committee of the Whole and not in the Senate, and this
amendment was admittedly introduced for the purpose of de-
feating the Bailey amendment, which I fayvor, I shall withhold

XLI

my vote. I am in favor of taxing corporations, and also of
taxing wealth. I want all to bear equal burdens.

Hoping that in the Senate the Bailey amendment will be
introduced as a substitute for this amendment, I withhold my
vote.

Mr. BRISTOW. Mr. President, as I understand, this is a
proposition to adopt the corporation tax, which imposes a tax
upon mutual life insurance companies and does not give them
credit for the payments made on death losses. That is, if there
is a mutual life insurance company in Kansas that receives a
large amount of money each year as premiums, and the greater
part of it is paid out in death losses, the tax is imposed upon |
the amount received, and the company is not credited with the
amount that is paid out for such death losses.

While I have not been able to give very careful attention to
that provision, it seems to me it will drive out of business a
large number of very worthy institutions in the State that I
in part represent. A 2 per cent tax on the entire receipts, not
giving those companies credit for the death losses, will certainly
put them out of business, and result in the favor of the great
life and fire insurance companies that are able to stand the tax.

I also understand that building and loan associations that are
organized by citizens for mutual advantage in the various com-
munities are taxed on their gross receipts, the same as if they
were running a corporation for profit, though the officers of the
associations simply receive salaries for transacting the associa-
tions’ business, and the expenses are only for rent and the inei-
dental expenses in maintaining the offices. Such an association
is not a corporation run for profit, except to the stockholders;
and it is mutual only. Yet these building and loan associations,
which sustain the same relation to the people of the West that
the mutual savings banks do to the people of the East, are to be
taxed, while the savings banks are not to be. In voting upon
this question, if we vote for it we are approving that kind of
treatment of mutual life and fire insurance companies, as well
as these home building associations.

Again, as I stated in the few remarks I made this afternoon,
this measure imposes a tax upon the small corporations doing
a retail or a jobbing business, which can not shift the tax, but
in these cases must be borne by the stockholders themselves;
while the great corporations, such as the Standard Oil, Steel
Corporation, railroads, sugar trust, and so forth, that have a
monopoly of the things that they produce or transport, are able
to shift the tax and put the burden upon the consumer, or the
people, whom these corporations serve; so that the small cor-
poration will bear the burden of the tax, while the large cor-
poration can shift it upon the general publie.

These statements have been made and not denied. The pro-
visions to which I have referred will have the effect stated, as
has been alleged time and again during this debate. There-
fore I can not vote for the measure, because I believe it is un-
just, inequitable, discriminatory, and morally wrong; and,
when the roll is called, I must cast my vote against it.

The VICE-PRESIDENT. The question is on agreeing to the
amendment as amended. The Secretary will call the roll.

The Secretary proceeded to call the roll.

Mr. CHAMBERLAIN (when his name was called). I desire
to make the same announcement I have heretofore made with
reference to pairs, and vote “nay.”

Mr. CLAPP (when his name was called). Mr. President, I
have a general pair with the Senator from North Carolina [Mr.
SivamoNs]. I have been released by him as to the previous vote.
But this vote presents a somewhat different guestion; and not
knowing how he would vote, I feel constrained in his absence
to withhold my vote. If he were here, I should vote “nay;"”
or if a transfer could be arranged, I shall vote “ nay.”

Mr. DAVIS (when the name of Mr. CLARKE of Arkansas was
called). I again desire to announce the absence of my col-
league.

Mr. DILLINGHAM (when his name was called). I have a
general pair with the senior Senator from South Carolina [Mr.
Tioraran]. I am advised that were he present he would vote
upon this question “ yea.” Therefore I will vote. I vote “ yea.”

AMr. GUGGENHEIM (when his name was called). I make
the s’ame announcement as on the previous vote, and vote

Mr. HUGHES (when his name was called). I wish to an-
nounce my pair with the senior Senator from Oregon [Mr.
Bourxe]. I transfer that pair to the senior Senator from Ten-
nessee [Mr. Frazier], and vote “nay.”

Mr. JONES (when his name was called). I announce my
pair with the junior Senator from South Carolina [Mr. SymiTH].
I transfer that pair fo the junior Senator from Wisconsin [Mr.,
STEPHENSON], and I vote “yea.”
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Mr. LODGE (when his name was called). I have a general
pair with the Senator from Georgia [Mr. CrLay], which I trans-
fer to my colleague [Mr. CraxE], and I vote “yea.” I think
it proper to state that the Senator from Georgia informed me
before he went away that on this vote he would vote * yea.”

Mr. BACON. I was about to make the same announcement.

Mr. LODGE. And my colleague [Mr, Crane] would also
vote “yea,” if he were present.

Mr. McLAURIN (when his name was called). I transfer my
pair with the junior Senator from Michigan [Mr. BMiTH] to the
genlor Senator from North Carolina [Mr. Simmoxs], and vote

},ea.”

The roll call was concluded.

Mr. CLAPP. A transfer having been arranged with my pair,
I desire to vote. I vote “nay.”

Mr. RAYNER. I desire to announce that my colleague [Mr.
Samrra of Maryland] is detained at home by sickness in his
family. He is paired with the junior Senator from Pennsyl-
vania [Mr. OrLiver].

The result was announced—iyeas 59, nays 11, as follows:

YEAS—b59.
Aldrich Cullom Gamble Page
Ba.lleg rtis Guggenheim Penrose
Bankhead Daniel Johnson, N. Dak. Perkins
Bradley vis Johnston, Ala. Piles
Brandegee Depew Jones Rayner
Briggs ick Kean Root
Brown Dillingham Lodge Beott
Burkett ixon Lorimer Smoot
Burnham du Pont MeCumber Sutherland
Burrows Elkins McEnery Taliaferro
Burton Fletcher McLaurin Taylor
Carter Flint artin Warner
Clark, Vrdvo Foster Money Warren
Crawfo Fr_\l'e Nelson Wetmore
Culberson Gallinger Newlands
NAYS—11.
Borah Chamberlain Dolliver La Follette
Bristow Clapp Heyburn Bhively
Bulkeley Cummins Hughes
NOT VOTING—22.
Bacon Frazier Owen Smith, 8. C.
Beverldge Gore Paynter Stephenson
Bourne Hale Richardson Stone
Clarke, Ark. Nixon SBimmons Tillman
Clay Oliver Smith, Md.
Crane Overman Smith, Mich.

So the amendment as amended was agreed to.

The VICE-PRESIDENT. The hour of T o'clock having ar-
rived, the Senate stands adjourned until to-morrow, Saturday,
July 3, 1909, at 10 o'clock a. m.

SENATE.
Saturoay, July 3, 1909.

The Senate met at 10 o'clock a. m.
Prayer by the Chaplain, Rev. Ulysses G. B. Pierce, D. D.
The Journal of yesterday’s proceedings was read and approved.

PETITIONS AND MEMORIALS.

Mr. McLAURIN presented the petition of Eliza Warnock, of
Warren County, Miss.,, praying that she be granted a pension,
which was referred to the Committee on Pensions.

Mr. CULLOM presented a joint resolution of the legislature
of Illinois, which was referred to the Committee on Commerce,
and ordered to be printed in the Recorp, as follows:

SrATE oF ILLINOIS,
DEPARTMENT OF STATE.
To all to whom these presents shall come, grecting:

I, James A. Rose, secretary of state of the State of Illinois, do hereby
certlfy that the fo].lowin and hereto attached Is a true copy of house
joint resolution No. 25 of the forty-sixth eral assembl the State
of Illinois, filed June 22, 1909, the original of which now on file
and a matter of record In this office.

In testimony whereof, 1 hereto set my hand and cause to be affixed
Srlui gre;c f)aalj sa;.\rlaﬂmtt’:. Done at the city of Bpringfield this 1st day of

aly, 4 £

[sEAL.] JamEs A. Ros

BE,
Secretary of State.
House joint resolution 25.

Whereas the rivers and harbors bills passed by the mr -ninth Con-
rovided for the appointment by the Secretary of War of a
i.alpboard “to examine the Mississippi River below Bt. Louls and
ress at the earliest date by which a thorough exami-
nation can be made upon the practicabilit; and desirability of construct-
and maintainin a navigable chan 14 feet daep and of suitable

dth from St. Louls to the mouth of the river;” and
Whereas this special board has c:’tﬂgleted this’ report and forwarded

it to the Chief of Engineers in

mport to the Co

Whereas it is desirable that the information contained In this report
shall be made public: Therefore be it

Reso!ved b{ the house of representatives (the semate concurring

erein), That the general assembly of Illinois petition the House of

Repmentat!ves of the Congress of the United States of Ameriea to
take such action as will cause the early publication of the report of
the special board of engineers, recently transmitted to the Chief of
Engineers, United States Army, upon the improvement of the Missis-
sippi River below St. Louis and particularly between St. Louis and
Calro: Be it further

Resolvcd That the secretary of state forward this resolution a:nd
petition to ‘the Hon. JosuPH G. CANNON, 8 er of the National House
of Representatives, and send a copy ther to each Member of Congress
from this State.

Adopted by the house May 12, 1909,

Epwarp D. SHURTLEFF
Speaker of the lfwse
B. H. MCCAxXN
Clerk of tiw Housge.

Concurred in by the senate May 18, 1
:I'on‘c G. OGLESBY.
t of ihe Senate.

J. H. Pappo
B’ccretar'y of the Senate.
Mr. CULLOM presented a memorial of sundry ecitizens of
Springfield, I1l., indorsing the action of the Senate in impesing
a duty on lemons, which was ordered to lie on the table.

THE BEET-SUGAE INDUSTRY.

Mr. DICK. I present a letter, together with certain data,
from Truman G. Palmer, concerning the beet-sugar industry
of Europe and the United States. I move that the paper be
printed as a document (8. Doe. No. 121).

The motion was agreed to.

GOVERNMENT OF PORTO RICO.

Mr. DEPEW, from the Committee on Pacific Islands and
Porto Rico, to whom was referred the bill (H. R. 9541) to
amend an act-entitled “An act temporarily to provide revenues
and a eivil government for Porto Rico, and for other purposes,”
approved April 12, 1900, reported it without amendment, and
submitted a report (8. Rept. No. 10) thereon.

INTRODUCTION OF BILLS.

Mr. DAVIS. I introduee a couple of little loeal bills that
I want unanimous consent for the immediate consideration of.
One is a bill to extend the time of limitation. Congress gave
permission to build a bridge across the Ouachita River, a navi-
gable-stream in my State, The bridge has not yet been com-
pleted, and the time is about to expire. The other is a bill to
grant permission to construct a bridge across Salem River in
Arkansas, near a little town called Warren.

Mr. GALLINGER. Have the bills been reported from the
Committee on Commerce?

Mr. DAVIS. No, &ir; they are local bills, and it is not neces-
gary to have them referred.

Mr. GALLINGER. They will have to go to the committee,
I will say to the Senator.

The VICE-PRESIDENT. The first bill sent to the desk by
the Senator from Arkansas will be read by its title.

The bill (8. 2827) to extend the time for construction of a
bridge across the Ouachita River at or near Camden, Ark., was
read twice by its title.

Mr. DAVIS. I trust the Senator from New Hampshire will
at least not ask to have the bill go to the Committee on Com-
merce, because the time will expire before we can get a report
from the committee. It provides for nothing but the extension
of time.

Mr. GALLINGER. I suggest to the Senator the rules pro-
vide that all bills shall be referred to committees. I feel cer-
tain if the Senator will see the chairman of the Committee on
Commerce he will report it promptly, It would be a very bad
precedent to consider bills without a reference to committees.

Mr. STONE. I would add to what the Senator has said that
under the rules of the Committee on Commerce there is a sub-
committee authorized to comsider local bills, the chairman of
which: can report at any time.

Mr. GALLINGER. Without the action of the full committee.

Mr. STONE. Without a meeting of the committee.

Mr. GALLINGER. I think the Senator from Arkansas will
have no difficulty in getting the bill out of the committee

promptly.

The VICE-PRESIDENT. The bill will be referred to the
Committee on Commerce.

Mr. DAVIS introduced a bill (8. 2828) to authorize Bradley
County, Ark., to construet a bridge across Saline Rtiver in said
county and State, which was read twice by its title and referred

| to the Committee on Commerce.
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